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ABSTRACT 


This study analyzes the strengths and weaknesses of the 
United States Navy's centralized nonappropriated fund account- 
ing, banking, and payroll procedures from the standpoint of 
the many field activity managers who are required to admin- 
ister and conform to them. A comprehensive review of the flow 
and control of nonappropriated funds within the Department of 
the Navy 1S presented, with particular emphasis on the mission 
and objectives of the Nonappropriated Fund Accounting System 
Section (NAFAS) and the administrative details of currently 
mandated accounting, banking, and payroll procedures. Environ- 
mental factors that impact on field activity managers are 
also discussed. Their responses to a world-wide, author- 
developed survey of April 1981 dealing with the efficiency 
and effectiveness of centralized systems and procedures are 
displayed and analyzed. Identifiable problems and trends 
resulting from this analysis are subsequently discussed, 
conclusions and recommendations are advanced by the author, 
Such as the fact that the present system has contributed to 
Substantial improvements in the NAFAS network as seen by 


field personnel. 
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i. GNTRODUCTION 


A. GENERAL BACKGROUND 

The Department of the Navy (DON) currently operates and 
maintains approximately 146 retail stores (post exchanges), 
110 packaged liquor stores, over 300 officer and enlisted 
men's clubs (messes), 164 major recreation facilities, 175 
auto service centers, 83 commissary stores, 326 barber and 
beauty shops, 37 Navy lodges, and a host of other services 
and facilities on behalf of active duty and retired military 
personnel and their dependents. [1] Collectively referred 
to as "Morale, Welfare, and Recreation" (MWR) activities, these 
services and facilities have, over the years, been expanded 
and promoted by the Navy and have played an increasingly 
important role in fulfilling the fundamental needs and expecta- 
tions of many Service members. 

In the experiences of this author, most military personnel 
Greatly appreciate and depend upon the many MWR services at 
their dispoasl. However, many of these same individuals para- 
doxically take them for granted in that they inaccurately 
perceive them as being permanent and inviolable benefits 
necessarily owed them in partial compensation for their 
willingness to endure generally lower vay than their civilian 
counterparts, frequent changes in duty station and family 
separations, and other inconveniences associated with military 


Mere. Based on this author's observations, this sort of 
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thinking 1S premised on a general lack of awareness of the 
legal realities and actual sources of financial support for 
Hewy MWR activities. 

Contrary to those who believe otherwise, currently exist- 
ing military MWR programs are not guaranteed benefits nor are 
they specifically mandated in Federal legislation. Instead, 
the availability of MWR services to military service members 
is heavily dependent on the volume, management, and conscien- 
tious usage of the profits and fees generated by their own 
patronage of local exchanges, package stores, clubs, and 
recreation facilities. [2] For administrative and accounting 
purposes, these profits and fees are officially referred to 
as “nonappropriated funds." Their title 1s derived from the 
fact that, while they occupy the legal status of government 
funds, they are maintained separately and apart from the funds 
which are recorded in the bocks of the United States Treasury 
and are to be used solely for the collective benefit of mili- 
tary and authorized civilian personnel who were responsible 
for generating them. [3] 

Within the DON, MWR activities receive approximately 75 
percent of their funding support from the nonappropriated 
funds which they themselves generate. [4] Remaining support 
is derived from Congressionally appropriated funds. Over the 
past decade both the Navy and the other uniformed services 
have been under increasing pressure to make military MWR 


programs more self-sufficient and less dependent on Federally 
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appropriated funds. This pressure has originated from the 
appropriations process itself and through increased Congres- 
sional oversight of military MWR activities. Although annual 
Department of Defense (DOD) Appropriations Acts contain broad 
provisions for military "welfare and recreation," funding for 
these programs is channeled into general personnel, operations, 
and maintenance appropriations. [5] The amount of appropriated 
funds ultimately used in support of MWR programs is left to 
the discretion of each military service and must be decided 
upon within the context of other highly competitive spending 
priorities. Efforts to limit Defense spending have placed 
increasing pressure on the Navy to decrease the amount of 
appropriated funds used in support of MWR activities and 
rechannel those funds into more urgently needed mission 
requirements. These pressures have been brought about by the 
Government Accounting Office (GAO) which, through a series of 
audits and surveys, has repeatedly recommended to the Congress 
that military MWR activities either be reduced or made less 
dependent on Federally appropriated funds. [6] The GAO has 
taken the vosition that military members should be made to 
get along with fewer services or contribute more of their own 
monies in support of these activities. [7] 

Pmenecwoce@n@on Of the author, efforts to curtail approp- 
riated funding support for military MWR activities have been 
ill-timed in relation to recent military retention problems, 


Darticularly within the Navy. On the one hand, military 
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planners strongly desire to make available as many MWR 
services as possible to their members as incentives for 
Pewentton. This is particularly important when reductions in 
MWR services are being viewed as an erosion of "benefits" by 
Military personnel. On the other hand, Federally appropriated 
funds which might otherwise be used for MWR activities are 
being channeled elsewhere and the amount of continued Congres- 
Slonal support for military MWR programs is, at best, 
Guestionable. [8] In an effort to gain better control over 
the use of MWR resources and enhance the management credibil- 
ity of these programs on behalf of an increasingly concerned 
Congress, the Navy has taken a series of steps to improve the 
manner in which both appropriated and nonappropriated funds 
are managed and accounted for by MWR field activities and at 
the headquarters level. Central to this effort has been the 
establishment of the Navy's Nonappropriated Fund Accounting 
System Section (NAFAS), a subsection of the Financial Manage- 
ment Branch of the Recreational Services Division of the Naval 
Military Personnel Command (NMPC). 

Located at Naval Air Station, Patuxent River, Maryland, 
NAFAS presently verforms centralized accounting and banking 
services in support of approximately 700 Navy MWR activities 
throughout the world. Additionally, NAFAS accounts for and 
manages a series of NMPC Central Funds. These funds are used 
as a vehicle for collecting, temporarily investing, and 


redistributing a variety of assessments and profits from Navy 
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Meredecivities. This is done for the purpose of ensuring that 
fPeeeSast part of the earnings generated by the profitable 
activities are redistributed in such a manner that the bene- 
fits from these earnings equitably accrue to the Navy community 
as a whole, including small or remotely located installations 
whose welfare and recreation activities are not self-supporting. 
Lastly, NAFAS sponsors a centralized Touch Pay System which 
@m@erently services and accounts for a payroll consisting of 
approximately 20,000 nonappropriated fund employees. A 
detailed description of the accounting, banking and payroll 
Services performed by NAFAS is included in Chapter II of this 


study. 


eee Ook AND OBJECTIVES OF RESEARCH 

During recent hearings before the Nonappropriated Funds 
Panel of the House Armed Services Committee, the Navy was 
Singularly praised by Congressional leaders for its many 
Management initiatives in working toward the efficient and 
equitable use of nonappropriated funds on behalf of its 
members. [9] Within the Navy, NAFAS was subsequently accorded 
special recognition for its sustained superior performance in 
facilitating the improved management and use of nonappropriated 
mames. {10} The primary purpose of this study 1s to conduct 
an examination of the methods and procedures currently em- 
ployed by NAFAS in managing the flow and control of non- 
appropriated funds within the DON and to evaluate the impact, 
positive or otherwise, which NAFAS has had on the financial 
Management practices of Navy MWR field activities. 


ee 








Among the many achievements for which it has been praised, 
NAFAS has been credited with having provided improved finan- 
cial management information and guidance to field activity 
Managers and with having Significantly reduced the administra- 
Gave requirements for routine bookkeeping at the field level. 
Reductions in bookkeeping have allegedly resulted in reducing 
the number of personnel assigned to field accounting duties 
and aggregate administrative overhead costs associated with 
Navy-wide MWR activities. [11] 

During the course of this author's preliminary research, 
it was discovered that, while most of the achievements of 
which NAFAS has been credited are soundly based on auditable 
and verifiable data, alleged improvements involving the 
guality of financial management information and reductions in 
administrative workloading are not based on comprehensive or 
formal feedback from field activities themselves. It was 
further learnec that, despite the many far reaching changes 
in nonappropriated fund accounting and banking procedures 
which have occurred over the past 15 years, no formal post- 
implementation survey has ever been conducted for the purpose 
of objectively measuring the imvact of these changes on field 
activity managers in their day-to-day planning and operations. 
Accordingly, the specific objectives of this study are to: 

1. Descriptively review and identify the basis for cur- 
rently existing accounting, banking, and payroll services pro- 
vided by NAFAS and examine the criteria upon which NAFAS 


presently measures and draws conclusions about its own 
performance. 
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2. Based on the collective experiences and perceptions 
oz field activity managers, quantify and formally evaluate the 
performance of NAFAS with respect to: 


a. the timeliness and accuracy of centralized 
accounting services. 


b. the degree to which the financial management 
information and guidance provided by NAFAS has 
assisted field managers in planning and managing 
their operations. 


c. the approximate extent to which centralized 
banking, accounting, and payroll services have 
contributed to reductions in personnel and 
administrative overhead at the field activity 
level. 


d. the extent to which existing accounting, banking, 
and payroll procedures have either contributed to 
Or inhibited management flexibility at the field 
activity level. 

3. Evaluate whether or not actions can or need to be 
taken by NAFAS to improve the services which it provides to 
MWR field activities. 

C. RESEARCH METHODOLOGIES 

The research methods employed in this study include: 

im literature research, 

2. interviews with the Director of NAFAS, other opera- 
tional personnel at the headquarters level, and various field 
(club and recreation) managers, and 

3. data collection (including financial statements pro- 
vided by NAFAS and field activity responses to a formal 
Guestionnaire, which was developed by this author in conjunc- 
tion with the Director of NAFAS and other persons experienced 
in nonappropriated fund accounting). 

The format and contents of the author developed question- 
naire were purposely designed to assist in meeting the stated 


Begectives of this study. To facilitate the application of 


Guantitative, statistical analysis to data received from 
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participating activities, most questions intentionally offer 
a limited number of pro forma responses. However, provisions 
for amplifying remarks and unformatted responses to certain 
questions have also been included for the purpose of gaining 
additional insights and discovering hitherto unforeseen prob- 
lem areas and trends related to financial management at the 
field level. The data is presented and then analyzed by the 


author, and concluSions and recommendations are rendered. 


be THESIS ORGANIZATION 

Chapter I briefly introduced the magnitude of Navy MWR 
programs, their reliance on nonappropriated funds support, 
and the increasing need for the conScientious management and 
usage of MWR resources within the military. NAFAS was then 
introduced and the impetus for planned research was provided. 
The author's objectives and research methodologies were also 
delineated. 

Chapter II provides the reader with a broad overview of 
the nonappropriated funds flow process and describes the basis 
for the centralized accounting, banking, and payroll services 
oresently utilized by MWR field activities and coordinated by 
NAFAS. The mission, objectives, and management perspectives 
of NAFAS are specifically defined and compared in scope with 
those of field activity managers. In describing their 
respective management horizons and performance measures, the 
groundwork is laid for a more objective analysis of how field 


activity managers view the efficiency and effectiveness with 
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which NAFAS provides centralized accounting, banking, and 
payroll services, improved financial management guidance, 
and reductions in clerical support at the field activity 
level. 

Chapter III provides details of the analysis conducted. 
It commences by establishing the planned framework for analysis. 
Data is then presented, the tools of quantitative analysis 
are applied, and a discussion of structured responses to each 
survey question is provided. Lastly, a subjective analysis is 
applied to free form comments offered in the formal field sur- 
veys and in interviews with field activity managers. Problems, 
issues, and trends which were noticeably recurring in nature 
are identified and discussed. 

in Chapter IV, the author summarizes the significant find- 
ings of the study. Conclusions and recommendations are drawn 
from the interpretation of data, quantitative analysis, and 
trends identified in free form commentary and field interviews. 
Lastly, concluding remarks are made by the author and the 


requirement for further analysis is discussed. 
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II. BACKGROUND 


A. INTRODUCTION 

Mie PUGpose Of this chapter 1S to provide sufficient back- 
ground information to enable the reader to fully understand 
the analysis which is presented in Chapter III. With this 
objective in mind, the contents of this chapter include: 

1. A broad overview of the Nonappropriated Funds (NAF) 
Flow process within the Department of the Navy (DON) in order 
to locate and preview the responsibilities of the Nonapprop- 
riated Funds Accounting System Section (NAFAS) within that 
process. 

2. An overview of the mission and organization of NAFAS, 
including a summary of internal operations, management per- 
spectives and a closer look at the details of centralized 
accounting, banking, and payroll procedures. 

3. <A general description of the operational environment 
in which field activity managers must manage and account for 
their resources. 

Prior to addressing the above topics, it should be men- 
tioned that current policies governing Navy Morale, Welfare, 
and Recreation (MWR) Programs and the operations of NAFAS are 
Be@Lread about in numerous written publications, instructions, 
notices, letters, messages, and memoranda. During the course 
of research it was discovered that, in several instances, 
actual operating practices do not necessarily correspond to 
written policy guidance. In other instances, established 
operating procedures were not documented in writing at all. 
This was especially true of operations observed within NAFAS. 


[Meme ne ODinion Of the author, all of these conditions are 


traceable to the continuously changing policy decisions and 
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management methods associated with MWR programs in the DON, 
which are extremely sensitive to and driven by shifts in Con- 
gressional policies. Regardless of their underlying cause, 
meewexistence of these conditions has necessitated heavy 
reliance on the author's personal observations and interviews 
with key NAF personnel in developing the background material 
Bem this chapter. 

It should also be mentioned that, due to the highly tech- 
nical nature of this chapter, reference citing can be taken 
to unmanageable extremes. In an effort to preclude the refer- 
encing of each and every sentence, the following are cited as 
common sources in the development of these discussions: 

1. Centralized Accounting, Banking and Payroll Procedures 


a. NAVSO P-3519, handbook on "Nonappropriated Fund 
Financial Management Standards and Policies." 


b. NAVSO P-3520, handbook on "“"Nonappropriated Fund 
meeounting Procedures." 


c. The Naval Comptroller (NAVCOMPT) Manual. 

dad. "The Bureau of Naval Personnel Training Course 
for Centralized Accounting and Centralized Banking Systems" 
(Self-Paced). 

e. Self-Paced "Criterion-Referenced" Instruction 
Manuals for Navy Mess and Consolidated Package Store (CPS) 


Peeounting (7 volumes). 


PE eEPmemement £On solicitation NR 66540-81-R-0500, 
which summarizes the mission and organization of NAFAS. 


g. Touch-Pay System Users Manual. 


n. Interviews and subsequent phone conversations 
fame the following NAF Officials: 


1. Mr. Bob Bieshelt, Director, NAFAS. 


2. Mr. Thomas Tubbs, Assistant Director, NAFAS. 
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3. Mr. Charles Hoffman, Central Fund Accounting 
Unit Head, NAFAS. 


4. Mr. Peter Hirschman, Field Accounting and 
Banking Services Unit Head, NAFAS. 


9. Mr. Bruce Fahnestock, Systems Control/Data 
Entry Supervisor, NAFAS. 


6. Mrs. Joyce Ramsey, Supervisor of Banking 
Services, NAFAS. 


7. Mr. Dick Scehnet, Accountant forBanking 
Facilities Obligations, NAFAS. 


8. Mr. Charles Nesci, Accounting Technicial 
Field Accounting, NAFAS. 


9. Mr. Larry Sparks, Recreation Director, Naval 
Postgraduate School, Monterey, California. 


2. NMPC Central Fund Management/Cashflows 


a. Management Consulting Report M00031 of March 1981. 
"Review of Alternative Methods of Distributing Navy Exchange 
Profits for Recreation Program Support," prepared by the Man- 
agement Consulting Division of the Naval Audit Service. 


b. U.S. Congress, House Committee on Armed Services, 
Hearings before the Nonappropriated Fund Panel of the Inves- 
tigations Subcommittee of the Committee on Armed Services, 
1979. (House document #96-27). 


c. "Navy Recreation: An Overview," by Robert C. Perry, 


mie Navy Supply Corps Newsletter, November 1978. 


@. Bureau Naval Personnel (BUPERS) Instruction 1710.11, 
Special Services Manual, including message changes thereto. 


e. NAVPERS 15951, Manual for Messes Ashore, including 
message changes thereto. 


£f. BUPERS Instruction 1746.5A, "Packaged Alcoholic 
Beverage Sales at Navy Installations." 


Cee ee Eee iastrucelon 10150.2C "Slot Machine 
Operations.” 


h. The Navy Exchange Manual. 
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1. Naval Military Personnel Command (NAVMILPERSCOM) 
Notice 1742 of 8 July 1980. "Nonappropriated Fund Financial 
Planning for Open Messes, Consolidated Package Stores, and 
Common Support Service Offices." 


J. NAVMILPERSCOM Notice 7010 of 19 May 1980, "Special 
Services Nonappropriated Fund Operational Budget." 


k. Interviews and subsequent phone conversations with 
the following NAF officials: 


l. Mr. Gerry Eckenfels, Head Field Support Section, 
Recreational Services Division (Code 65) of the 
Naval Military Personnel Command (NMPC). 


2. Mr. Greg Schnitzler, Investment Administrator, 
NMPC-65. 


3. Mr. M. Esposito, Accounting Branch Manager, 
Navy Resale and Services Support Office 
(NAVRESSO) . 


4. Mr. Joe Lance, Executive Director, Navy Motion 
Pieture Service (MPS) . 


5. Previously mentioned NAFAS personnel. 


Se oeeOveRVIEW OF THE NAF FLOW PROCESS 

In the experience of this author, developing a clear 
understanding of Navy MWR programs and the NAF flow process 
associated with them was made unnecessarily difficult due to 
inconsistencies in written terminology, definitions, and pro- 
ressional jargon which were encountered in formal instructions, 
Congressional testimony, and oral interviews with key NAF 
program officials. For example, the terms "MWR activities," 
"recreational activities," "Special services activities," and 
"recreation activities" are frequently used in an interchange-~ 
able manner by NAF officials, despite subtle differences in 


what these terms are intended to mean according to their formal 
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Gefinitions. In an attempt to reduce or eliminate similar 
problems in this study, Appendix A provides definitions of 
these and other terms which are considered fundamental to the 
ultimate understanding of this work and supporting research 
Mpeerature. 

In the opinion of the author, the overlap, ambiguity, and 
the potential for inconsistency in the usage of the terms 
contained in Appendix I are self-evident. Accordingly, 
Exhibit II-l has been constructed to more clearly illustrate 
the relationship of these terms as they will be used by the 
author. As shown in this exhibit, the MWR activities at a 
Navy shore installation typically consist of retail and rec -. 
reational activities. Recreational activities are further 
broken down into two subcategories: leisure time dining and 
drinking activities (Navy Messes and Clubs) and general rec- 
Pemeten activities, The aggregate of all general recreation 
activities consitute what 1S commonly referred to as the Navy's 
Soecial Services Program. 

General recreation ("Special services") activities are 
funded and administered through a local command recreation 
fund. Although the Commanding Officer of a Navy shore instal- 
lation is normally assigned the overall responsibility for 
Beministering the local récreation fund, the details of fund 
Management and accounting are typically delegated to a local 
department, division, or some other organizational component 
within the command. For mailing and administrative purposes, 


these components are variously referred to as Special Services 
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Departments or Divisions, Recreation Departments or Divisions, 
Beeteation Service Management Offices, or some other organiza~ 
Smemel title. Despite dissimilarities in their titles, they 
Bpeebertorm essentially the same functions. [12] Accordingly, 
for the purposes of this study, the term "Recreation Fund 
Activity" shall be applied to organizational components of 
shore based installations which are directly responsible for 
the management and accounting control over local recreation 
manas . 

Exhibit II-~1l also indicates that Navy Exchanges (NEX's), 
Consolidated Packaged Stores (CPS's), Navy Messes (Clubs), 
and Recreation Fund Activities are deSignated and concurrently 
serve as Nonappropriated Fund Instrumentaltiies (NAFI's). As 
previously defined, NAFI's are fiscal and management entities 
which are pester for the purpsoe of administering non- 
appropriated funds. Within the DON, they are authorized and 
established individually or jointly by the Chief of Naval Per- 
sonnel (CHNAVPERS) and the Commander, Naval Supply Systems 
Command (NAVSUP). [13] 

During the early stages of this research, the author 
experienced difficulties in differentiating between MWR 
activities and NAFI's since Navy Messes, CPS's, NEX's, and 
Recreation Fund Activities concurrently serve as MWR Activi- 
tiles (e.g., provide goods and services to military patrons) 
and NAFI's (e.g., are authorized to maintain custody and 
accounting control over nonappropriated funds). Subsequent 


research revealed that not all MWR activities (such as 


Zo 





bowling alleys and golf courses) are designated as NAFI's. [In 
this instance, the local Recreation Fund Activity serves as 

the authorized NAFI and is accountable for all resident or 
"subordinate" general recreation activities. Conversely, 

e@ere are several NAFI‘s which are not in the business of 
directly providing goods and services to military patrons and 
function solely as financial management and accounting 
entities. The best example of this is NAFAS itself, which 
exercises substantial accounting control over nonappropriated 
funds but 1S not in the business of directly providing goods 
and services to military members and therefore cannot be co- 
labelled an MWR activity. The importance of clearly distin- 
guishing between NAFI's and MWR activities is driven by the 
fact that NAFI's (and not MWR activities) serve as the conduits 
Or linkages for the NAF flow process within DON. Consequently, 
this distinction can be helpful in fully understanding the 

mer flew process itself. 

When aggregated, the range of MWR activities provided to 
military personnel is so extenSive that senior military of- 
ficials have found it necessary to segregate MWR activities and 
Paein Supporting "NAFI's into the following broad categories 


for administrative management purposes: 
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CATEGORY DESCRIPTION 


if Armed Forces Exchanges 
Ami Other Revenue and Resale Sharing 
(e.g., Consolidated Package Stores) 
ae Military General Welfare and Recreation 
IV Civilian Employee General Welfare and 
Recreation 
V Open Messes (Clubs) 
VI Other Membership Associations 
Nair Common Support Service NAFI's 
VIII Supplemental Mission Services 
(eg ., BOO's) [14] 


Appendix B contains a detailed listing of the various 
Services and facilities included under each MWR category. 
Exhibit II-2 reiterates the above MWR categories and displays 
cost data showing the amounts of appropriated and nonappro- 
priated funds spent on each MWR category with the DON. Cost 
figures contained in this exhibit were based on a demographic 
Survey (vice purely historical cost data) conducted in 1976 
by an Office of Management and Budget/Department of Defense 
Study group. These absolute dollar ammounts offer insights in 
terms of MWR program emphasis and NAF spending priorities 
with the DON. Furthermore, they provide a basis for explain- 
ing the current organizational structure for the management 
and administration of NAFI's within the DON. 

As indicated in Exhibit II-2, 56 percent of all NAF 
resources are channeled into Category I (NEX) activities. 
Approximately 44 percent of all NAF resources are channeled 
into the seven remaining MWR categories. Although these per- 
centaces fluctuate from year to year, they point out the 


relative size, scope, and importance of the NEX Program when 
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compared to other MWR programs within the DON. While it is 
the primary consumer of NAF's within the Navy, the NEX Program 
not only pays for itself but also generates substantial profits 
which are used to partially defray the costs of General Wel- 
fare Recreation (Category III) Programs. For example, NEX 
profits distributed to Navy recreation programs exceeded 40 
million dollars in fiscal year 1979 alone and sales revenues 
generated by NEX's have exceeded one billion dollars annually 
since 1974. [15] Due to its enormous size and complexity, the 
NEX program 1S managed and operated separately from all other 
MWR programs. 

Exhibit II-3 was constructed by the author to delineate 
the functional lines of authority and responsibility associated 
with Navy MWR programs and to distinguish the separate chains 
of command which exist for the NEX Program and "other" MWR 
Programs. Although NAVSUP is ultimately responsible for the 
Nee Program, it is physically coordinated and centrally adminis- 
tered by the Navy Resale and Services Support Office (NAVRESSO) 
located in Brooklyn, New York. Among other things, NAVRESSO 
performs the following support services on behalf of Navy 
machanges: 

1. Centralized accounting on a worldwide basis, includ- 
ing preparation of monthly financial statements on behalf of 
each exchance. 


2. Prepares and distributes, on a weekly basis, over 
20,000 paychecks for NEX employees. 


3. Controls worldwide self-insurance and employee benefit 
programs. 
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4. Negotiates merchandise price agreements and contracts. 


5. Monitors and analyzes merchandise management and 
operating results for each exchange. 


6. Plans and coordinates the refurbishment and construc- 
©i0n of Navy Exchange facilities. 


i. Se@echases equipment for NEX's. 


8. Conducts training for civilian managers of NEX depart- 
memes and provides inputs to the NEX Officer training program. 


9. Performs inspections, audits, and internal reviews. 


10. Coordinates the distribution of NEX and Ship's Store 
Beorits Of Navy recreation programs. [16] 


As shown in Exhibit II-3, CHNAVPERS is assigned overall 
responsibility for the management of all MWR programs and 
activities other than those associated with the NEX Program. 
In this capacity CHNAVPERS is the "designated agent of the 
Chief of Naval Operations (CNO) for the supervision of all 
Navy-wide recreation programs" and is specifically tasked 
with : 

1. Providing a method that will ensure an eguitable dis- 
tribution of recreation funds throughout the Navy. Only the 
CHNAVPERS shall have the authority to levy assessments upon 
recreation funds of activities afloat and ashore; 

2. Considering requests for funds from commanders in the 
chain of command above the unit level to support area/command- 
wide recreation programs; 

3. Promulgating directives and guidelines which will 
ensure the most efficient management and operation of special 
services activities and open and closed messes, including 
mwsteuctions £or conducting audits; 

4. Reviewing and approving proposals and budgets for 
construction, alteration, and repair projects involving special 


services activities and open and closed messes. 


5. Audit and survey special services activities and open 
and closed messes aS necessary to ensure effective management; 
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6. Providing, as required, guidance and assistance to 
immediate superiors in command in the inspection of special 
services activities and open and closed messes; and 

meee vlewing and concurring in all NEX related projects 
maeemcess Of 525,000.00 for construction, alteration, or 
repair. [17] 

As evidenced by the NAF usage data contained in Exhibit 
II-2, Category III (General Welfare and Recreation) and 
Category V (Open Messes/Clubs) are the largest consumers of 
NAF dollars outside of the NEX Program. Recreational activi- 
ties comprising these two categories represent the primary 
thrust of the Navy's composite recreation program. Under 
CHNAVPERS, the Recreational Services Division of the Naval 
Military Personnel Command (NMPC-65) is specifically tasked 
with the day to day duties of managing, coordinating, and 
centrally administering Navy Messes and General Recreation 
Activities as well as Category II (Consolidated Package Liquor 
Stores) and other miscellaneous MWR activities. To this end, 
NMPC-65 verforms many of the same support functions on behalf 
of its field activities that NAVRESSO performs on behalf of 
Men's. These include, but are not limited to: 

1. ProviSions of centralized accounting and banking 
services, including the preparation of periodic (normally 
monthly) financial statements for mess, recreation fund 


activities, package stores, and billeting fund activities 
(BOQ's). 


2. Supervision of NAF employee insurance and benefit 
programs. 
3. Monitoring and analyzing the operating performance 


of mess, CPS, and recreation fund activities. 


2.) BStaelishing Financial operating standards for mess, 
Gs, and recreation fund activities. 
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Mmrecemerolling ang Coordinating the flow of funds for 
mee construction or refurbishment of mess, CPS and recreation 
facilities. 


@eeeeenmcrolling and coordinating the flow of funds for the 
purchase of major mess and recreation equipments. 


7. Conducting management training for mess, CPS, and 
recreation managers, 


8. Performing inspections, audits, and internal reviews 
of mess, CPS and recreation fund activities as requested by 
mess, CPS and recreation managers of their immediate superiors 
m1 Command (ISICS). 

9. Managing the NMPC Central Fund which involves collect- 
ing NAF's from profitable MWR activities (e.g., NEX's and 
CPS's), temporarily investing them in short term debt instru- 
ments, and equitably distributing the principal and interest 
from those investments in recreation programs throughout the 
Navy for the purpose of ensuring that equitable mess and 
recreation services accrue to all Navy personnel on a world- 
wide basis. 


10. Formulating budget guidance and approving budget 
requests for all mess, CPS and recreation fund activities. [18] 


As depicted in Exhibit II-3, NAFAS is organized and 
operated under the cognizance and guidance of the Head of the 
Financial Management Branch within NMPC-65. Serving as the 
accounting arm for NMPC-65, NAFAS either directly performs or 
in some way supports many of the aforementioned services for 
which NMPC-65 has been credited. [19] Exhibit II-3 was in- 
tended by the author to locate NAFAS within the hierarchy of 
the DON's management structure. Instead Exhibits II-4 and II-5 
have been constructed to indicate NAFAS's actual involvement 
in the NAF flow process. Due to the detailed nature of these 
exhibits and the complexity of the NAF flow process itself, 


they should be thoroughly reviewed. 
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Committed Cash 
Loans & Accounts Receivable 
Navy Lodge Loan Receivable 
Other Assets 

Total 


LIABILITIES AND NET WORTH 


Sm@erent Liabilities 
fea, Veneer Bills) 
Long Term Liabilities 
Bacrlity Projects* 
Funded Reserves 
Net Worth 
Total 


FY77, FY78 and FY79, there were approved facility improvement 


Bo) 


9 4.7 


$28.6 
-o- 

$46.8 
$80.1 





Soe? 
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$40. 
$82. 
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Peas 


$51.5 
Silos 
$-0- 
$4 
$70. 


Millions 


Bag 


oe 


a2 
oa. 
SHS 4 
570% 


# OV OV NO 


Sain Mo) broens 
feemeagartion tO these contractual liabilities at the end of 


projects being designed which totalled $25.3M, $31.0M, and 


$38.9M respectively by fiscal year. 


FUNDS RECEIVED DURING EACH FISCAL YEAR 


Exchange Assessments @503 
Mess, CPS & Billeting Assessments 
Slot Machine Assessments 
Ships’ Stores Assessments 
Movie Assessments & Reimbursements 
Interest Income** 
Loan Repayments 
Prior Year Income and Residual Funds 
Other Sources (Net) 
Total Funds Taken In 
Reduction in Committed Cash 
Total Sources of Funds That Were 
Used 


Pee) 


th 
to 0 
Fr tw 


NNN MMM MM | 


Y 
m bo & © 0 0 CO Ff 


1OrRPWWUN EF NHN 


$40.4 


pes 


OP 

}~ 

Ww OWNN NHN ~) 
@ e 


e 9 


rPehBW OR ON CO UO 


e 


MNNAMNMMNMM Mm 


YY 
f hh 


ae 


4 
Nw rFNM NY 


NMMNYNNMM MM 
U1 WO UTI OVW ~J OV FR ~) 


i> 
KN 
e e 


$44.4 


Simo: blvons 


**x Interest earned on the investment of temporarily idle cash 
balances in the Central Fund and Field Banking System. 
Average invested funds were $103.9M, $117.1M, and $121.1M 


respectively by fiscal year. 
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FUND USAGE 





i PY 7S FY79 
Disbursements for: 
Facility Improvement Grants S05: SalOi > SaleZeaG 
Facility Improvement Loans See eS Seta See 
Operations/Equipment Grants Og: $ 9.9 Sees 
Operations/Equipment Loans Sees Ss a2 ——. 3 
Services & Programs for Field 
Activities SIONS Ss e6 Sages 
Rec Services Div Costs Ses s 1.4 SoD 
Total Disbursements S30 m6 $36.3 $44.4 
Added to Commitments for: 
Facility Improvement Program re: Se Src6 $-0- 
Total Funds Used $40.4 SA ae See 


Sin Merlions 


SeevtGho AND PROGRAMS FOR FIELD ACTIVITIES 
(Costs Paid by Central Funds) 





rave y EY73 FY79 
Fleet Movie Program Lo Soe) Sea oe 
Insurance and Fringe Benefits Sa. Sn 45.6 Soa 
Facility Planning and Design Sa: Seeies.3 Shes 7 
Training and Field Assistance eel SO See 
Central Accounting and Banking Seo Sen. Sate 9 
Sports and Recreation Programs Ss .4 S$ .4 Sel. 3 
West Coast Regional Office Ser 2 SaaS S  .4 
Other Sry ths Se eZ 
Total S E06 $13.6 S Gas 
S$ In Millions 
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Bxmatbit Ii-4 identifies the primary sources of funds for 
which NAFAS has accounting responsibility and presents a model 
of how the outflows of NAF's from these sources are ultimately 
channeled into one of three separate concentration bank ac- 
counts, each of which has its own separate accounting system. 
Those instances in which Exhibit II-4 simplifies the known 
realities of actual funds movements are thoroughly explained 
in supporting commentary and primarily involve automated trans- 
Perms Of funds to, from, and within the concentration bank 
accounts. 

Though the details of centralized accounting and banking 
procedures are rendered in subsequent sections of this study, 
a brief overview is needed at this point to facilitate a 
clearer understanding of the NAF flows which are illustrated 
Momeettobit £1-4. As depicted in this exhibit, NAF's funds 
emanating from NEX's, Ship's Stores, CPS's, slot machines, 
Bachelor Officer's Quarters (BOQ's), motion picture theaters, 
Navy Messes (Open), and Recreation Fund activities ultimately 
end up in a Central Fund Concentration Bank Account, Mess 
Central Concentration Bank Account, or Recreation Central 
Concentration Bank Account located at the First National Bank 
(FNB) of St. Louis, Missouri. The Central Fund Concentration 
Bank Account serves aS a repository for the collection, sub- 
sequent investment, and controlled disbursement of a variety 
of profits and assessments levied by CHNAVPERS on specific 


field activities (e.a., those shown in Exhibit II-4) in support 
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Of a NMPC Central Fund. The Mess Central Concentration Bank 
Account Serves as the primary banking repository for approxi- 
mately 516 Messes, CPS‘'s, and BOQ's. Lastly, the Recreation 
Central Concentration Bank Account serves as the primary bank- 
mmo hepository for 164 Recreation Fund Activities. [20] 
Poeelitistratbed in Exhibat II-4, Messes, CPS's, BOQ's, and 
Recreation Fund Activities also maintain depository accounts 
with local banks. Cash receipts from sales, fees, or charges 
are deposited into these local accounts on a daily basis and 
accounting source documents reflecting these deposits are con- 
currently prepared and forwarded to NAFAS by mail. Upon re- 
ceiving these source documents, NAFAS verifies their accuracy 
and then inputs them into either the Mess Central Accounting 
System (MCAS) or Recreation Central Accounting System (RCAS), 
which are computerized and electronically linked to FNB St. 
Louis via taped teleprocessing. Upon electronically receiving 
Metitication of local deposits by activities participating in 
the MCAS or RCAS system, FNB St. Louis automatically debits 
either the Mess Central or Recreation Central Concentration 
Bank Account and then forwards a depository transfer check 
Wetec) to their local bank directing the transfer of the 
deposit amount from the local bank to FNB St. Louis. Under 
this system, local depository bank accounts maintained by 
MCAS/RCAS participants are used solely for the safekeeping 
of daily cash collections and as a vehicle for transferring 


Funds into the concentration banking system. Except for 
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petty cash, authorized payroll, credit card or foreign cur- 
rency accounts, all cash disbursements made by these field 
activities are paid out by checks drawn against the Mess 
Central or Recreation Central Concentration Bank Account in 
meeeGOuLS and not their local bank account. [21] 

From the standpoint of FNB St. Louis, the Mess Central 
and Recreation Central Concentration Bank Accounts are merely 
two of the three large bodies of cash maintained in their 
bank by the "Navy" (the Central Fund Concentration Account 
being the third). However, from the standpoint of NAFAS and 
participating field activities, these large concentration 
accounts represent the aggregation of hundreds of smaller 
bank accounts. Through the MCAS and RCAS, which ee operated 
by NAFAS, cash assets that are maintained in the concentration 
bank accounts at FNB St. Louis are administratively and func- 
tionally divided into smaller bank accounts in which the cur- 
rent cash balances of each participating field activity are 
maintained. These smaller bank accounts are hereafter refer- 
red to as MCAS/RCAS bank accounts. 

Copies of all deposit slips and checks which are written 
against the concentration bank accounts by participating field 
activities are attached to the accounting source documents 
that are forwarded to NAFAS on a daily basis. NAFAS then 
debits or credits the appropriate MCAS/RCAS bank account of 
each activity by entering the source date received from each 


activity into the computerized MCAS and RCAS systems. 
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Other than actually serving as the physical repository for 
cash receipts, one of NAFAS's primary missions is to perform 
all banking services on behalf of participating field activi- 
ties that they could normally expect to receive if their 
monies were retained in a checking account with their local 
bank. Accordingly, NAFAS maintains running account balances, 
reconciles the accounts, and forwards monthly financial state- 
ments to each field activity. [22] 

The foregoing discussion of the accounting-banking relation- 
ship which exists between NAFAS, FNB St. Louis, and participat- 
ing field activities was included to facilitate a better 
understanding of the NAF flows depicted in Exhibit II-4. Tak- 
ing these relationships into account, actual cash outflows 
from each of the activities shown in Exhibit II-4 beene as 
presented in the following subsections. 

im, NEA S 

NEX's utilize pro forma procedures developed by NAV- 
RESSO for determining their net profit margin at the end of 
m_—emeaccounting month. From this net profit margin, deduc- 
tions are made for reinvestment in the NEX program and other 
pre-established exemptions such as snack bar and vending 
operations. Following these deductions, the remainder of pro- 
fits from each exchange are made available for distribution 
to Navy Recreation Funds. Of those profits available for 
distribution, current CHNAVPERS policy stipulates that 50 


percent be transferred into the NMPC Central Fund and 50 
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percent be transferred into the local recreation fund of 
the command where the NEX is located. [23] 

AS illustrated in Exhibit II-4, NAVRESSO coordinates 
moe COlleetion of NEX profit distributions and their sub-~ 
sequent transfer into the NMPC Central Fund and Recreation 
Sem@etat Fund Concentration Bank Accounts. Utilizing account- 
ing source documents received from NAVRESSO, NAFAS ensures 
that debits are properly recorded in the appropriate RCAS 
mes aecounts of the Recreation Fund Activities for which 
meeal Drefit distributions are intended. These debits are 
reflected in the financial statements which are forwarded 
to each Recreation Fund Activity by NAFAS following the end 
eeweech accounting month. [24] 

ae She pce Stores 
Ship's stores are retail stores operated aboard afloat 
units. They are required to contribute to the NMPC Central 
Fund and are currently assessed at the following monthly rates: 
a. Personnel allowance of below 500 - 3.5 percent 
GESEoueaiwishts's store sales. 

b. Personnel allowance between 500 and 1500 ~ 4.5 
Bereen= Of total ship's store sales. 

c. Personnel allowance above 1500 - 5 vercent of 
total ship's store sales. [25] 

As shown in Exhibit II-4, NAVRESSO coordinates the 
collection of shino's store sales assessments and their sub- 
sequent transfer into the Central Fund Concentration Bank 


Pecount. 





Em cPsi"s 

Profit distributions from CPS's have been the subject 
of considerable controversy in recent years, stemming from 
Ba@enract that for years CPS profits were used exclusively to 
subsidize the Navy Mess System. Through this arrangement, 
unprofitable messes have been kept in operation and profit- 
able messes have been afforded the opportunity to provide 
substantial price breaks on food and drinks to their 
customers. [26] Taking exception to this practice, GAO has 
pressed for and has been successful in affecting major policy 
Meanges with respect to CPS profit distributions. Briefly 
summarized, GAO's position is that unprofitable messes (except 
those located Hi aa is areas) should be disestablished, 
profitable messes should be self-sustaining, and that CPS 
profits should be used for general recreation programs to 
enable the Congress to ultimately reduce Federally appropriated 
Peamaing support for those programs. [27] 

Maen thes ein mime, 25 percent of all CPS profits are 
Seteently being channeled into the NMPC Central Fund. The 
Bemeaning 75 vercent of CPS profits are distributed to the 
local Commanding Officer of the base or installation where 
the CPS is located. [28] The base or installation commander 
then has the prerogative of using all or part of these monies 
Me suppert local club operations or to direct that they be 
Butueinto the local command recreation fund. This "decision 


Molmt” is represented as a diamond shape in Exhibit II-4. 
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According to current doctrine, the use of CPS profits to sup- 
port local mess operations must be based on a "demonstrated 
need." Furthermore, no single mess type (e.g., Officer, 
Chief Petty Officer, or Enlisted Mess) is entitled to more 
than its pro rata share of CPS profits based on the patronage 
of its members. Military patrons are required to indicate 
their rank or grade on the sales receipts of all liquor 
purchases. These sales receipts serve as the statistical 
basis for determining the maximum pro rata share of CPS 
profits which can be spent on each local mess. Permission to 
Bemego this pro rata requirement for CPS profit distributions 
to local messes must be obtained from CHNAVPERS. [29] 

As shown in Exhibit II-4, cash outflows from CPS's 
can ultimately end up in all three of the accounting systems/ 
concentration bank accounts managed by NAFAS. But this exhibit 
does not truly reflect how this is done. As previously dis- 
cussed, all CPS sales receipts are deposited locally and sub- 
Sequently transferred into the Mess Central Concentration Bank 
Meecoeunt. The 25 percent profit distribution ultimately 
destined for the NMPC Central Fund is automatically trans- 
ferred by NAFAS from the Mess Central Concentration Bank 
meceunt to tne Central Fund Concentration Bank Account at 
the end of each accounting month. A credit entry is recorded 
in the CPS's MCAS account. Profit distributed to local messes 
and/or recreation funds are paid out by checks drawn against 


the MCAS account. In the case of checks made payable to 
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meeeak Messes, the amount for which the check is written is 
debited to the club's MCAS account and credited to the pack- 
age store's MCAS account. In the case of checks made pay- 
able to local recreation funds, the amount for which the 
check is written is transferred from the MCAS account of the 
CPS to the RCAS account of the appropriate Recreation Fund 
Metivity. [30] 

Due to recommended changes in CPS profit usage by the 
House Armed Services Committee, by Fiscal Year (FY) 1982, 50 
Mmemeent Of all CPS profit distributions will be directed 
meeo the NMPC Central Fund. By FY 1983, it is anticipated 
that 100 percent of all CPS profits will be deposited in 
the NMPC Central Fund. [31] Accordingly, local commanders 
mee be afforded a diminishing role in the distribution of 
CPS profits and many of the procedures which have been pre- 
viously described will no longer apply. 

4. Slot Machines 

Slot machines are owned and operated by the local 
messes or special services departments of overseas Naval 
installations. Current policy guidelines stipulate that 
50 percent of slot machine profits will accrue to the activ- 
ity owning the machines and that the remaining 50 percent 
wlll be distributed to the NMPC Central Fund. However, 
local Commanding Officers are accorded the flexibility of 
evaluating the needs of each mess and the Special Services 


Department within their command and may, at their choosing, 
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direct that all retained profits accrue to the activity where 
the slot machines are physically located, normally on or 
meeeeemt tO clubs. [32] Furthermore, all or part of the NMPC 
Central Fund assessment has been waived in recent years in an 
attempt to improve the solvency of overseas messes. [33] 
5. Bogs 

BOQs typically generate monies from service charges, 
linen charges, rental charges, and sundry sales and are cur- 
rently required to contribute three percent of their total 
sales revenue to the NMPC Central Fund. [34] This assessment 
Seems from the fact that BOQs are required by Congressional 
mandate to uSe civilian NAF employees in clerical, bookkeeping, 
and janitorial poSitions rather than military personnel. Ac- 
cordingly, the NMPC Central Fund supports the cost of general 
administration, accounting, Certified Public Accountant sn 
insurance and NAF employee benefit programs for BOQs. Central 
Fund assessments are levied on BOQs to defray these costs. 
Exhibit II-4 illustrates how BOQs participate in the MCAS. 
Sales assessments on BOQs are automatically computed and trans- 
ferred by NAFAS from the MCAS account of the BOQ to the Central 
Fund Concentration Account on a monthly basis. [35] 

6. “tion Pictures 

The NMPC Central Fund currently provides approximately 
five million dollars to the Fleet Movie Program on an annual 
basis. Consequently, shore based movie theaters are required 


to remit approximately 50 percent of their revenues (e.g., 
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m2 )cemts out of each 85 cent admission charge) from theater 
admissions to the Navy Motion Picture Service (MPS), Brooklyn, 
New York. MPS then forwards these monies to NAFAS for sub- 
sequent deposit in the NMPC Central Fund Concentration Basic 
Account. As depicted in Exhibit II-4, revenues which are 
left over after the NMPC assessment are deposited in local 
recreation funds and ultimately end up in the Recreation 
@emeral Concentration Bank Account. In return, local recrea- 
tion funds are used to defray the costs of operating the 
eheater. [36] 
7. Navy Open Messes 

As shown in Exhibit II-4, Navy Officer, Chief Petty 
Officer, and Enlisted MessesS participate in the MCAS and 
Mess Central Concentration Banking System. In the manner pre- 
viously described, revenues from operations are locally depos- 
ited and subsequently transferred into the Mess Central 
Concentration Bank Account via depository transfer check. [37] 
Exhibit II-4 accurately reflects the fact that Navy Messes 
are not currently required to contribute to the NMPC Central 
Bund. 

8. Recreation Fund Activities 

It has been a long standing Naval tradition that 
Commanding Officers of units afloat and ashore be granted 
the authority and responsibility for providing for the morale 
and welfare needs of their subordinates. This tradition has 


been perpetuated by the philosophy that local commanders are 
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in the best position to observe and judge what the recreational 
needs of their subordinates actually are. In keeping with this 
tradition, general recreation programs are, as previously men- 
ezoned, administered and controlled through a series of local 
command and major command recreation funds. At the end of FY 
1979, 857 recreation funds were in operation throughout the 
Navy. Of these, 166 were designated participants of the Rec- 
reation Central Accounting System (RCAS) operated by NAFAS. 
One hundred sixty-four activities currently participate in 
the system. Generally speaking, RCAS participants consist of 
major command (e.g., CINCPACFLT, CINCLANTFLT) Recreation Fund 
Activities and the Recreation Fund Activities of significant 
shore based establishments, which are located both in the 
continental United States (CONUS) and abroad. [38] 

As shown in Exhibit II-4, Recreation Fund Activities 
Go not contribute to the NMPC Central Fund nor are they 
expected to. On the contrary, they are the primary entities 
for which Central Fund dollars are generated and targeted. 
Although they are not expected to generate profits, Recrea- 
tion Fund Activities are required to budget for and maintain 
various levels of self-sufficiency in the operation of local 
recreation programs. Assigned levels of self-sufficiency are 
established by NMPC-65 and take into account projected in- 
come from participation fees or charges for the use of local 
equipments and facilities by military patrons and income from 
Meereatiom resale activities (e.g., golf pro shops, snack bars 
at bowling alleys). [39] 


ae 





The final topic for discussion in connection with 
Exhibit II-4 is the NMPC-65 Central Fund Investment Admin- 
istrator whose job underscores the theory and objectives of 
concentration banking. Working in close conjunction with 
NAFAS and FNB St. Louis, the investment administrator is 
responsible for generating investment earnings on the cash 
meeets OL the NMPC Central Fund (Central Fund Concentration 
Bank Account). This individual is also authorized to borrow 
from and temporarily invest idle cash balances of the Mess 
Central and Recreation Central Concentration Bank Accounts 
which are considered to be in excess of the aggregate daily 
operating requirements of participating field activities. [40] 
Funds borrowed in this manner are referred to as MCAS/RCAS 
Loan Payables. 

Current policies authorize the Investment Administra- 
tor to invest in short term certificates of deposit (CDs), 
treasury issues, the issues of other federal agencies, minor- 
ity banks and overnight repurchase agreements. Investments 
in repurchase agreements are necessitated by the fact that at 
least part of the investment portfolio must be available for 
immediate liquidation in the event that the daily cash operat- 
ing requirements of MCAS/RCAS field activities are greater 
than projected and cause the Mess Central or Recreation Central 
Bank Accounts to be drawn below the minimum compensating 
balances required by FNB St. Louis. [41] According to the 


current investment administrator, forecasting the daily cash 
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requirements of MCAS/RCAS field activities is more of an art 
than a science and frequently involves a significant amount 
of guesswork in addition to daily telephone reports from FNB 
St. Louis advising of current fund balances within the Mess 
Central and Recreation Central Bank Accounts. NAFAS supports 
the investment process of keeping the investment administrator 
informed of daily cash deposits and withdrawals from the Cen- 
tral Fund Concentration Bank Account. Using informal memo- 
randa received from the investment administrator, NAFAS also 
posts all outstanding investments to the general ledger of 
the Central Fund Accounting System and ensures that accrued 
interest earnings on these investments are recorded on a 
monthly basis. [42] 

Prior to the implementation of centralized accounting 
and banking procedures, significant amounts of idle cash lay 
dormant in the local "five percent" savings accounts and 
checking accounts of MWR field activities. [43] This practice 
became increasingly unacceptable in light of rising economic 
inflation and the increased earnings potential of short term 
debt instruments. A recent monthly investment summary pre- 
pared by the investment administrator (Appendix C) shows that 
investment earnings under the concentration banking system 
approximate one million dollars per month or 12 million dol- 
lars per year. Appendix D shows that budgeted operating 
SeetescetOr NAPAS for FY 1981 are 1.2 million dollars or .1l 


meltiiten dollars per month. In the opinion of the author, 
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these figures strongly attest to the advantages of concentra- 
tion banking in terms of improving the Navy's NAF posture as 
a whole. 

Exhibit II-5 schematically completes the NAF flow 
process in which NAFAS participates and traces the outflows 
of cash from each of the three concentration bank accounts 
to recipient activities and programs. Like Exhibit II-4, this 
exhibit is a somewhat simplified representation of a more 
complex reality and is not intended to stand alone in the 
absence of supporting discussion. 

The redistribution of Central Fund monies is a strin- 
gently controlled process which begins with the Navy's MWR 
Bouticy Board. Chaired by CHNAVPERS, the MWR Policy Board 
@Gensists of flag representatives from seven major naval 
commands. [44] The Chief of Chaplains and the Commanding 
Officer, NAVRESSO are also assigned to the board, which is 
required to meet not less than annually to discuss and 
develop broad policies involving the use of MWR resources 
maemuGing: programs for the construction or refurbishment 
of recreation facilities, area MWR problems and requirements, 
and the financial condition of existing MWR programs, both 
individually and as a whole. Policies involving assessments 
and profit collections on behalf of the NMPC Central Fund 
are eStablished by the MWR Policy Board. [45] 

NMPC-65 is responsible for translating the broad 


policies of the Navy's MWR Policy Board into the programming 





and budgeting guidance from which the annual NAF budgets of 
MWR field activities are prepared. Budget guidance pertain- 
ing to Navy Messes, CPSs and BOQs is formulated and forwarded 
separately from that governing Recreation Fund Activities. 
Among other things, guidelines for budget preparation typical- 
ly include a discussion of constraints on funds availability, 
inflation factors to be considered, a discussion of major 
policy revisions, self-sufficiency standards, budget submission 
deadlines, and various details associated with forms comple- 
tion and budget formatting. [46] 

Field activities are required to submit their annual 
NAF operating budget requests to NMPC-65 for review. In those 
instances where the budget submission of a particular field 
activity is considered to be vague or not in keeping with 
promulgated guidance, interim communications in the form of 
telephone calls and written correspondence normally ensue 
between NMPC-65 and the requesting activity. Ultimately, 
NMPC-65 forwards the results of individual budget reviews in 
Mee@eer format tO the originating activity, stipulating the 
amount of funds which are to be made available for the forth- 
coming fiscal year. Where applicable, reasons are given for 
not funding the activity's requested budget amounts. 

Tt@skould bewmoted that Exhibit II-5 is divided into 
two halves. The upper half of this exhibit depicts the pro- 
grams and purposes for which NMPC Central Fund monies are 


disbursed. The lower half of this exhibit merely serves as 
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a reminder that Messes, CPSs, BOQs, and Recreation Fund Activi- 
ties actually receive their monies through appropriate debits 
to the Mess Central or Recreation Central Concentration Bank 
Accounts and credits to the Central Fund Concentration Bank 
Account. These transactions are recorded by NAFAS in accord- 
ance with the funding approval letters which are forwarded to 
field activities by NMPC-65. [48] 

Exhibit II-6 summarizes the yearly dollar amounts of 
cash inflows (sources) and outflows (uses) through the NMPC 
Semeral Pund during the period FY 1977 - FY 1979, and is 
intended to reinforce both Exhibit II~-4 and the upper half of 
Senibit II-5. As shown in this exhibit, over 50 percent of 
NMPC Central Fund monies were disbursed to various MWR field 
activities in the form of Operations/Equipment grants and 
Facilities Improvement Grants during the stated period. 

The category "Operations/Equipment" grants consists 
of two types of grants -- operating grants and grants for the 
purchase of capital equipments which exceed 100 dollars in 
unit acquisition value and have a life expectancy of more 
than one vear. Operating grants are primarily used to main- 
tain the operating solvency of worldwide recreation programs. 

Recreation Fund Activities are required to maintain 
Minimum levels of self-sufficiency in their operations. These 
self-sufficiency levels are based on a fixed percentage of 
the total dollar resources required to operate existing local 


recreation programs. For example, 1f the total cost of 
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Seereating ali local recreation programs at an activity is 
$100,000.00 and the assigned self-sufficiency level for the 
activity is 70 percent, then the activity is expected to 
generate $70,000.00 in revenues from local participation fees 
and charges and (e.g., golf fees, swimming pool admission, 
equipment rentals) and recreation resale activities (e.g., 
golf pro shop, snack bars). Projected NEX and CPS profits 
are then added to this self-sufficiency figure to determine 
the size of the operating grant which the activity must 
request from the NMPC Central Fund in its annual operating 
budget submission to NMPC-65. [49] 

The use of operating/equipment grants in the afore- 
mentioned manner offers the following advantages from a head- 
Quarters perspective: 

1. Mandates justification for equipment purchases, there- 
by controlling frivolous purchases of unnecessary equipments. 
[50] 

2. Ensures that equitable recreation programs and ser- 
vices are made available to military personnel at remote or 
isolated installations or at commands where NEXs and CPSs are 
either non-existent or unprofitable. This is done by varying 
the required level of self-sufficiency among field activities. 
In some instances, recreation fund activities must rely on 
NMPC Central Fund monies for nearly 100 percent of their 
operating needs. On the other hand, profitable field activi- 


ties may be required to sustain a self-sufficiency level of 
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as high as /0 percent and are strongly encouraged to attain 
even higher levels of self-sufficiency. [51] 

Syeetmproves efficiency by forcing local commanders and 
Recreation Fund Managers to develop and expose their financial 
plans for the operation of local recreation programs. This 
reduces or eliminates the frivolous use of recreation revenues 
by profitable commands at the expense of less profitable 
commands. [52] 

4, Provides a mechanism for ensuring compliance with 
oromulgated MWR policy decisions. For example, operating 
budget reductions can be invoked on local commands for failing 
to comply with directed cutbacks in NAF personnel. Similarly, 
budget reductions can be used to force local commands to raise 
their participation fees and charges if going rates are deemed 
Gisproportionately low relative to the costs of operating 
Hocal programs. [53] 

Facilities improvement grants are used to fund various 
types of construction, alteration, maintenance, and repair 
projects from the NMPC Central Fund on behalf of MWR field 
activities. A detailed discussion of the various procedures 
which are involved in the requesting and subsequent approval 
of facilities improvements grants is considered to be beyond 
the scove of this study. However, the following items deserve 
mentioning: 

1. Requests for facilities improvement grants are not 


integral to the previously discussed annual operating budget 
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miemessions Of the various MWR field activities, but are 
processed separately. [54] 

fee Ongoing program for the prioritization and funding 
of facilities improvements is operated in parallel with the 
previously described program of operating grants which are 
used to fund the solvency needs of various field activities. 
5) 

3. In amanner similar to that of operating/equipment 
Beents, the centrally controlled disbursement of facilities 
improvement grants 1s designed to ensure that the benefits to 
be derived from facilities improvements equitably accrue to 
all Navy personnel on a worldwide basis. [56] 

4. When directed by NMPC-65, NAFAS is responsible for 
debiting the aporopriate MCAS/RCAS accounts for the amounts 
authorized in the facilities improvement Pee. These debits 
are not recorded as block grants. Instead, the MCAS/RCAS 
accounts are debited on an incremental basis when successive 
stases of construction and/or refurbishment are completed by 
Mme Drojyect contractor. [57] 

Although a financial framework exists for the funding 
of grants and loans to Recreation Fund Activities, Messes, 
CPSs, and BOQs from the NMPC Central Fund, priorities for 
their funding and the policies limiting their use vary between 
program categories. The following briefly summarizes some 


memtnese differences: 
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1. As a whole, Recreation Fund Activities routinely 
receive operating, equipment, and facilities improvement 
grants and loans on an ongoing basis due to the high priority 
for achieving equitable Navy-wide Recreation programs and the 
need for supplemental funding in order to sustain them. [58] 

2. Although Messes and CPSs are eligible for and fre- 
quently receive grants and loans for facilities improvements, 
they are required to be self-sustaining in terms of their 
normal operations. This means that they are required to 
generate sufficient net profits to provide for their operat- 
ing expenses, loan repayments, and capital expenditures. Ac- 
cordingly, operating grants for Messes and CPSs are infrequent, 
Giscouraged, and authorized only under extraordinary 
circumstances. [59,60] 

3. Monies from the NMPC Central Fund are used to defray 
certain personnel-related and administrative costs associated 
with operating BOOs. These costs are paid for via direct 
ma liangs to NAFAS and not via operating grants. (61] Hitherto, 
BOQs have been ineligible for grants and loans from the NMPC 
@Bemtral Fund. However, as of this writing, this policy 1s 
being changed to allow loans and grants to be made available 
mor : 

a. Initial resources to newly established BOQs. 

b. To cover unforeseen expenses resulting in deficit 


cash positions. 
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Seto Precure equioment or furnishings that cannot be 
purchased with appropriated funds or cannot be economically 
ana systematically acquired through the use of available 
billeting fund revenues. 

Ze lOesund required Minor construction, alterations, 
repairs, or improvements for which appropriated funding is 
not available. [62] 

Bs Shown tm Exhibits II-5 and II-6, other uses of 
NMPC Central Funds include the costs of operating the Recrea- 
tional Services Division and a cadre of general services and 
programs which are operated on behalf of the various MWR 
activities within the Navy. A detailed discussion of each of 
these general services and programs is considered irrelevant 
to the central focus of this study. However, the costs 
associated with providing them are summarized separately at 
Bhaesoeottom of Exhibit II-6. 

In concluding this overview of the NAF flow process, 
it must be emphasized that procedures governing the flow and 
control of NAFs within the DON are dynamic with respect to 
time and are continuously modified from year to year. For 
Seample, becinning in FY 1982, equipment grants will apply to 
the purchase of nonexpendable property with a unit acquisition 
cost of $300.00 and a useful life of two years in lieu of the 
previously mentioned $100.00/l1 year criteria which are cur- 
rently used. [63] Therefore, many of the details contained in 


the author's narrative are applicable to the present, but may 
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feeeee Of long-lasting duration. This notwithstanding, it is 
believed that the overrriding objective of showing what NAFPAS 
does within the larger context of the NAF flow process has 
been achieved and that the basic mission of NAFAS is not 
likely to be drastically altered within the foreseeable 


Emeare . 


C. THE MISSION AND ORGANIZATION OF NAFAS 

The intent of the preceding section was to briefly describe 
the broad policies and the investment philosophy behind the 
Navy's centralized accounting and banking system. Contrast- 
ingly, this section focuses on the specifics of centralized 
accounting and banking procedures by: 


1. Describing how accounting and banking operations with- 
in NAFAS are internally structured. ‘ 


2. Reviewing the administrative requirements which NAFAS 
imposes on field activities in terms of the timing and flow 
of accounting source documents into the MCAS and RCAS. 


3. Describing the products and services which NAFAS pro- 
vides to participating field activities. 


4. Describing the measures and standards with which 
NAFAS evaluates its own performance. 


Beeebits LTI-7 threugh II-10 detail the organizational 
meructure of NAFAS. As shown in Exhibit II-7, NAFAS is 
Givided into three functional departments -- the Central Fund 
mecoOuntimcG Unit (CFAU), the Field Accounting and Banking Ser- 
Waces Unit (FABS), and the Production Systems Unit (PSU). 
Exhibits II-8 through II-10 further specify the organizational 


structure within each of these three departments. 
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The CFAU is tasked with accounting for all revenues and 
expenditures flowing into and out of the NMPC Central Fund. 

To this end, it is the responsible department within NAFAS 
that works closely with FNB St. Louis and other management 
personnel within NMPC-65 in overseeing the collection of 
assessments, profit distributions, and investment earnings 
Bemeenalt Of the NMPC Central Fund; coordinating the internal 
transfer and redistribution of funds between the three con- 
centration bank accounts; and making cash payments on direct 
billings for which the NMPC Central Fund is liable. [64] Due 
to its small size and specialized function within NAFAS, the 
CFAU 1S not responsible for interfacing with field activities 
in the routine matters of day to day accounting and banking 
and is therefore accorded little subsequent discussion in this 
Beudy . 

Unlike the CFAU, the Field Accounting and Banking Services 
Unit and the Production Systems Unit are directly involved in 
the ongoing provision of accounting and banking services and 
the preparation of monthly financial reports on behalf of 
mers and RCAS participants. [65] Significant discussion is 
devoted to these two units in subsequent paragraphs. However, 
a thorough understanding of what they do can best be achieved 
by first introducing the accounting source documents around 
which their operations revolve. 

The accounting source documents which are fed into the 


MCAS and the RCAS are sufficiently different in format to 
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warrent that they be presented and discussed separately. 
Resultingly, source documents associated with the MCAS are 
discussed first, then followed by a similar discussion of 
fmoese which are used with the RCAS. In reviewing these 
source documents, three things should be kept in mind. 
_eesc, eme Lrequency of submission is not the same for each 
accounting document. Secondly, these documents are summary 
in nature and are designed to provide aggregate accounting 
data on all operations within the designated NAFI (e.g., MCAS 
Or RCAS activity) that is responsible for completing them. 
Thirdly, because they are summary in nature, the requirement 
to complete these forms exists in addition to the normal 
meeord-keeping requirements of field activity accounting 
such as general journals, subsidiary ledgers, and other 
accounting records. Asa eesti , the following review of 
MCAS and RCAS source documents is also designed to provide 
insights into the additional paperwork requirements which 
eee levied on participating field activities in support of 
these centralized accounting systems. 

For the purposes of clarity and additional reinforcement, 
Exhibit II-1l1 schematically reiterates the flow of accountings 
source documents into NAFAS that was previously described in 
this chapter. Exhibits II-12 through I1I-25 are provided in 
Support of the following discussion of MCAS source documents: 


1. The Daily Activity Record Summary (DARS) (NAVCOMPT 
Bomm 2217) is Shown in Exhibit II-12 and is submitted to NAFAS 
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on a daily basis for the purpose of providing a one page sum- 
mary of the earnines of all operations within the MCAS 
Meemvacty (e€.g., applicable Mess, CPS, or BOQ) from the pre- 
vious day. Included in this report is the amount of cash 
which was deposited in the MCAS activities local bank account 
as a result of the previous day's sales. A duplicate deposit 
slip (Exhibit II-13) is forwarded to NAFAS with each DARS. 
Bemtbits II-14 and II-15 illustrate how the DARS is prepared 
from a series of local Daily Activity Records which are col- 
lected from various cash collection points within the 
activity. The DARS is a summary of all the individual Daily 
Betivity Records. [66] 
2. The Remittance Statement with Check (BUPERS Form 41) 

Me pictured in Exhibit II-16 and is the form used by MCAS 
Darticipants to pay all incurred indebtedness with the excep- 
tion of petty cash and authorized imprest accounts. As shown 
Maeexaibit I1-16, this form consists of an original and three 
detachable copies. The original copy is provided to the ven- 
dor to whom payment is being made and contains a detachable 
check below the dotted line. The second (yellow) copy or the 
form is forwarded to NAFAS on the day that the check is issued. 
Remittance statements with checks are issued in strict numer- 
ical sequence and each check must be accounted for. As illus- 
rated, checks are drawn against the Mess Central Concentration 


Bank Account at FNB St. Louis. [67] 
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3. The General Journal Voucher (NAVCOMPT Form 2218) is 
used to record accounting entries that do not involve the 
movement of cash and are not practical to make on any other 
bemm SUbMitted to the central accounting unit. The form is 
designed to permit the recording of several accounting entries 
Om a Single form. Some of the uses of this form are: 

a. to adjust or correct entries previously recorded. 

(Once a document has been forwarded it cannot be 
cancelled.) Reversing or adjusting entries will be 


made on a general journal voucher; 


b. to record the liability and expense for the emplover's 
Share orf FICA taxes; 


eee tO acjust the property accounts for fixed assets 
transferred or dispoed of; 


d. to record depreciation expenses for fixed assets 
Originally procured with nonappropriated funds; 


e. to record a loss or gain by inventory of fixed 
assets in conjunction with a physical inventory; 


rh 


to record the receipt of fixed assets that have not 
been paid for; : 


g. to accrue expenses when it is not desired that such 
accounting entries be automatically reversed by the 
central accounting unit. For example, when accruing 
the monthly BUPERS sales assessment. 

Exhibit II-17 illustrates a typical use of the general jour- 
Mal voucher. [68] 

4. The Issue/Transfer Summary (NAVCOMPT Form 2220) is 
used to summarize all interdepartmental issues and requisi- 
tions which occur within an MCAS activity. These forms may 
be prepared as often as necessary, but in any event, they 
must be prepared and forwarded to NAFAS on at least a weekly 


Dasis. Exhibit II-18 illustrates the use of the Issue/Trans- 


fer Summary. [69] 
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Exhibit II-18. Issue/Transfer Summary (NAVCOMPT Form 2220) 
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5. The Payroll Summary (NAVCOMPT Form 2216) (Exhibit 
II-19) is used, at the end of each pay period, to summarize 
the payroll and properly distribute payroll costs and employee 
deductions to the appropriate accounts. The payroll summary 
is filled out regardless of whether employees are paid by 
check through either the centralized bank or an authorized 
@mprest Dank account that is locally maintained. Data from 
this form is not posed to the remittance statement portion 
of checks used for payroll purposes. [70] 

6. The Monthly Ending Inventory Summary (NAVCOMPT Form 
Meet) 1s shown in Exhibit II-20 and is used to report the 
monetary value at cost (First-in, first-out method of costing) 
Besanventories on hand at the end of an accounting month. 
Departmental ending inventories may be valued using the last 
mivoice price method. [71] | 

7. The Accrual Journal Voucher (NAVCOMPT Form 2219) 
(Exhibit II-21) is used to report all goods and services 
meeeaved but not paid for at the end of the accounting month. 
Such accruals are reported to NAFAS to record expenses and 
Meeabedities to the proper accounts in the month in which 
they become liabilities. Failure to accrue these payables 
each month will result in a misstatement of expenses and net 
profit in both the month the goods and services are received 
Muetemc month they are paid. All entries reported on the 
accrual journal voucher are automatically reversed at the 
beginning of the following month by the central accounting 
Maat. [72] 
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8. Transmittal Envelope (BUPERS Form 40) is used by 
MCAS activities to forward all accounting source documents to 
NAFAS. These envelopes play an important role in the orderly 
processing of accounting source documents when received by 
NAFAS and therefore warrant specific discussion of their 
@etails. As shown in Exhibit II-22, a printed form is located 
on the back of each envelope, which requires that the submit- 
Mmemg activity specify the two digit month (e.g., 01 for Jan- 
uary), a two digit sequential envelope number (e.g., 01 means 
that it is the first envelope of the accounting month), and 
an asSigned four dicit activity identification number. The 
form also requires that MCAS activity bookkeepers summarize 
the contents of each envelope by identifying the local sequen- 
tial number of each check or other source documents which 
are contained inside the envelope. The total dollar amounts 
of checks, deposits, and debits to other forms must also be 
indicated. From these various subtotals, an envelope 
“control” total must be developed to serve as a cross-check 
of the accuracy of the subtotals. Once this has been done, 
the MCAS activity bookkeeper is required to sign and date the 
envelope prior to mailing. If the contents of the envelope 
constitute the field activity's last source document submis- 
Seem fOr the accounting month, the box labelled "Final Envel- 
Ope This Month" should be marked by the bookkeeper to let 
Mer aS know that all accounting cecuments for the activity 


Mave been submitted for the ending accounting month. [73] 
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Exhibit II-20. Monthly Ending Inventory Summary (NAVCOMPT 
Porm 2221) 
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Exhibit II-21. Accrual Journal Voucher (NAVCOMPT Form 2219) 
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Exhibit II-22. MCAS Transmittal Envelope (BUPERS Form 40) 
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Exhibits IiI-26 through II-35 display the accounting 
source documents which are used by Recreation Fund Activities 
Mm support ot the RCAS. Although RCAS participants do not 
use the same accounting forms that MCAS activities use, the 
purpose of these forms is, in many instances, nearly identi- 
cal with previously discussed MCAS source documents. These 
Similarities are emphasized in the following: 

1. The Daily Cash Report (CDR) (NAVCOMPT Form 2142) is 
essentially the RCAS equivalent of the MCAS Daily Activity 
mecora SUmmary (DARS). Shown in Exhibit II-23, the DCR is a 
one page recap of all earnings which occur each day within 
a Recreation Fund Activity, including the amount of cash 
which was collected from each local recreation activity and 
deposited into the Recreation Fund Activity's local bank 
account. Like the DARS, the DCR is prepared from a series 
of Daily Activity Records which are received from various 
Semen collection points, as previously illustrated in Exhibits 
II-14 and II-15. Duplicate bank deposit slips must also be 
forwarded with each Daily Cash Report that is submitted to 
NAFAS. [74] 

2. Pictured in Exhibit II-24, the Remittance Statement 
With Check (BUPERS Form 4) serves exactly the same purpose as 
the BUPERS Form 41 (previously illustrated in Exhibit II-16), 
emeept that the check portion is written against the Recrea- 
meen Central Concentration Bank account at FBN St. Louis 


mether than the Mess Central Concentration Bank Account. Like 
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Exhibit II-23. Daily Cash Report (NAVCOMPT Form 2142) 
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Exhibit II-24. Remittance Statement with Check (BUPERS Form 4) 


88 





MCAS activities, RCAS participants are required to pay for 
all incurred indebtedness using these prenumbered checks, 
with the exception of petty cash and authorized imprest 
mecounts. Checks are issued in strict numerical sequence 
and each must be strictly accounted for. [75] 

3. The General Journal Voucher (NAVCOMPT Form 2143) 
(Exhibit II-25) is the RCAS equivalent of the NAVCOMPT Form 
2218 which is completed by MCAS activities. As such, it is 
used to record accounting entries that do not involve the 
movement of cash and are not practical to make on any other 
form submitted to NAFAS. The General Journal Voucher is 
designed to permit the recording of several accounting entries 
mma single form. Typical accounting entries associated with 
this form are identical to those previously cited in the 
narrative discussion on NAVCOMPT Form 2218 and Exhibit II-17. 
[76] 

4. The Payroll Summary (NAVCOMPT Form 2141) (Exhibit 
m-26) is used at the end of each pay period, to summarize 
the payroll and properly distribute payroll costs and employee 
deductions to the appropriate account. It serves the same 
Purpose for RCAS activities that NAVCOMPT Form 2216 (Exhibit 
m-19) serves for MCAS activities. [77] 

5. The Departmental Summary Record (NAVCOMPT Form 2146) 
is shown in Exhibit II-27 and is used to summarize at the 
end of the month the retail price changes of resale 


merchandise. It is also used to report the retail value of 
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Exhibit II-25. General Journal Voucher (NAVCOMPT Form 2143) 
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Exhibit II-26. Payroll Summary (NAVCOMPT Form 2141) 
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Exhibit II-27. Departmental Summary (NAVCOMPT Form 2146) 
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resale merchandise on hand as verified by a semi-annual 
physical inventory. This accounting document is summary in 
Mercure due to the fact that all retail price changes must be 
locally documented on NAVCOMPT Form 2145 (Exhibit II-28). 
Merchandise for only one department may be listed on each 

form and only either markups or markdowns may be entered on 
@eeh form. After initial preparation and approval of the 
price change, the original of the form is forwarded to the 
appropriate sales location, where the quantity on hand is 
entered, and the description, present price and other data 

on the form are verified. As prices are changed, the employee 
mecvally making the change initials the form and returns it to 
the bookkeeper for verification of extensions and totals. As 
Originals are returned to the office, the duplicates are 
destroyed. Forms are issued in strict numerical sequence and 
all forms accounted for. At the end of each month these forms 


are summarized on a Departmental Summary Record (NAVCOMPT 


morm 2146). [78] 
6. ‘Phe Acerwal Journal Voucher (NAVCOMPT Form 2144) 


Meenibit II-~29) is the RCAS counterpart of the BUPERS Form 
2219 (Exhibit I1-21) which must be completed by MCAS 
activities. As such, it is used to report all goods and 
services received but not paid for at the end of the account- 
ing month. Such accruals are reported to NAFAS to record 
expenses and liabilities to the proper accounts in the month 


in which they become liabilities. Failure to accrue these 
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Exhibit II-28. Retail Price Change (NAVCOMPT Form 2145) 
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Exhibit II-29. Accrual Journal Voucher (NAVCOMPT Form Dale a) 
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payables each month will result in a misstatement of expense 
and net profit in both the month the goods and services are 


received anc the month they are paid. All entries reported on 


@he accrual journal voucher are automatically reversed at the 


beginning of the following month by NAFAS. [79] 
7. The Purchase Order Form (NAVCOMPT Form 2147) (Exhibit 


TI-30) is unique to Recreation Fund Activities and must be 
prepared for the purchase of resale items within each recrea- 
tion resale department (e.g., golf pro shop). At the end of 
each month the total amount of all outstanding purchase orders 
Mewsubmitted by letter report to NAFAS in the final transmit- 
tal envelope for the month. Purchase orders must be serially 
prenumbered and each accounted for. [80] 

8. The Transmittal Envelope (BUPERS Form 1700) is illus- 
trated in Exhibit II-31 and is used by RCAS activities to 
forward all accounting source documents to NAFAS. Envelopes 
are numbered sequentially throughout the accounting month 
beginning with 01 for the first submission of the month. The 
final transmittal envelope for an accounting month must be 
marked "final" and mailed not later tnan the third working 
day following the close of the accounting month. Envelopes 
may only contain accounting documents for a single account- 
ing month. For example, if an activity is prepared to send 
its second data transmittal for March and the monthly ending 
inventory summary and the accrual journal voucher for February, 


two transmittal envelopes would be prepared. One would be 
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memeacted by either phone or mail. If contacted by mail, 
pro forma discrepancy notices such as that illustrated in 
Meibit 1iI-33 are used by NAFAS to convey the nature of the 
meoblem to the submitting field activity and corrective 
action, 1£f any, which was taken by NAFAS to reconcile the 
source document submission. [82] 

When the accounting source documents within a transmittal 
envelope have been dqgeclared "Valid" by a PSU audit clerk, the 
reverse side of the transmittal envelope is initialed by 
that individual in the applicable box labelled "MCAS Use 
Only" or "RCAS Use Only." After four or five valid envelopes 
have been accumulated, they are batched together and forwarded 
to the key-entry room, which is located adjacent to the NAFAS 
Gemputer room. [83] 

AS shown in Exhibit I1I-32, batched deliveries of trans- 
mittal envelopes are logged by batch number upon their arrival 
Within the keypunch room. Batches are then distributed by 
the key entry supervisor to various keypunch operators, who 
then transcribe the information contained within each account- 
ing source document onto a cathode ray tube (CRT) display 
terminal. When the contents of accounting source documents 
have been transcribed onto a CRT terminal by the assigned 
Keypunch operator, a second keypunch operator verifies the 
accuracy of the first operator's key entries. Assuming that 
the key entries have been performed correctly, the accounting 


source data are then transmitted into the NAFAS computer, 
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which 1S programmed to perform MCAS, RCAS, and other 
operations. The reverse side of MCAS and RCAS transmittal 
envelopes must also be initialed by both the keypunch operator 
and keypunch verifier. [84] 

A detailed discussion of the various computer routines 
and control reports associated with the operation of the 
NAFAS computer svstem is beyond the scope of this study. 
However, the following features deserve mentioning: 


1. Updated accounting data for each RCAS and MCAS 
activity are physically stored in the computer's main memory 
on a perpetual basis. 


fas Shewn im Exhibit II-32, all daily accounting 
transactions are recorded on magnetic tape as a back up to a 
possible computer failure or in the event of damage or fire 
to the computer's central processing unit. 


3. The input of daily transactions into the computer is 
monitored by the computer itself, which is programmed to de- 
tect accounting errors not previously identified bv either the 
audit clerks or keypunch operators. During the course of 
processing transactions, the computer is programmed to pre- 
sna Pli@t @ Series of control reports at the end of each 
computer run, which are collectively referred to as a “JOB-1". 
The importance of JOB-1 reports cannot be overstated since, 
among many other things, they are used by NAFAS personnel to 
validate the cash totals within the computer that ultimately 
serve as the basis for initiating the transfer of cash from 
the local depository accounts of MCAS and RCAS activities to 
@me concentration bank accounts at FNB St. Louis. 


4. JOB-1l computer runs are scheduled twice daily in 
preparation for bi-daily data transfers between NAFAS and a 
computer located at FNB St. Louis. Data transfers are ac- 
complished through the use of magnetic tape recordings which 
are transmitted via teleprocessing at 7:30 a.m. and 12:30 p.m. 
Eastern Standard Time. The transmission of accurate electronic 
Meta to FNS St. Louis is extremely critical since it auto- 
Matically triggers the computerized preparation of Depository 
Transfer Checks (DTCs) by the central bank. Invalid data may 
meemlt in the automatic initiation on invalid cash trans- 
fers from the local depository bank accounts to MCAS and RCAS 
Meelvyities to PNB St. Louis. When this occurs, invalid cash 
transfers cannot be reversed by the central bank, resulting 
in local bank overdrafts. NAFAS must then handwrite reimburse- 
ment checks to the local banks that were affected by the 
erroneous transfer. 1023 





5. In addition to cash controls, JOB-1l computer reports 
serve the administrative needs of the Production Systems 
mae. AMOng other reports, the computer is programmed to 
produce error listings, a list of valid envelopes which were 
accepted during each computer run, and a BUM lng st som eal | 
accounting envelopes which have been received from each field 
M@eeivity Curing the accounting month. Examples of these 
reports are contained in Appendix E. 


Mein) addation to the JOB-l Exhibit II~32 also depicts 
meyOp-1-A. The purpose of the JOB-1-A is to centrally col- 
Meet Or CGistribute loans, grants, and NEX profits between the 
mee Central Fund and participating field activities. 


eects Wistmated in Exhibit II-32, computer routines 
labelled "JOB-2", "JOB-3", and "JOB-4" are used to prepare a 
series of comprehensive monthly financial statements on be- 
half of each MCAS and RCAS field activity. Having ascertained 
that all accounting source documents for a particular field 
activity have been submitted and processed for the recently 
ended accounting month, that activity is "selected for clos- 
ing- through a preparation and submission of a Mess or 
Recreation Select Form by the Systems Control/Data Entry 
supervisor within the PSU. Since it is common for several 
activities to be selected for closing on the same day, the 
Select Form allows for the concurrent listing of several 
Mectivities in ascending numeric order according to their 
activity numbers. As a safeguard against the premature or 
erroneous selection of activities which are not actually 
ready for closing, a comouter routine labelled "JOB-2" is 
used to detect and reject those activities which, according to 
Stored data, do not meet cloSing criteria. Exhibit II-34 is 
a typical JOB-2 computer listing of activities which have 
been selected for closing by the computer. As indicated in 
this example, all activities were selected for closing by 
the computer. Had one of them been rejected, this would have 
been stated in the print-out and would have prompted an in- 
Vestigation by PSU personnel to determine the cause for 
Bejection. [85] 





The preparation and forwarding of monthly financial 
statements by NAFAS is one of the primary benefits (if not 
the foremost benefit) which MCAS and RCAS field activities 
receive in return for the additional accounting paperwork 
which they must prepare in support of the central accounting 


and banking system. Participation in the MCAS or the RCAS 
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theoretically eliminates the requirement for each field 
activity to tabulate and prepare its own monthly financial 
statements. Furthermore, the financial statements which are 
prepared by NAFAS are, in all likelihood, much more sophisti- 
cated and informative than the financial statements that the 
various field activities would either be capable of or in- 
clined to prepare on their own. 

NAFAS computer routines labelled "JOB-3" and "JOB-4" are 
programmed to calculate and print the following financial 
reports: 

1. Detail General Ledger. (JOB-3) 

Ze Balance Sheet. (JOB-4) 


3. Operations Summary (Income) Statement for the MCAS 
Or RCAS activity as a whole. (JOB-4) 


4. Departmental Operating Statements for each major 
department within the parent MCAS or RCAS activity. 
(JOB-4) 

5. Fund Status Report (RCAS Activities only) (JOB-4) [86] 
Copies of these statements are forwarded not only to field 
activity managers, but also to their Commanding Officers, 
Immediate Superiors in Command, the applicable Major Claim- 
mmeeece.G¢., CINCPACFLT, CINCLANTFLT), and the Field Support 
section of the Financial Management Branch within NMPC-65. 
NAFAS also retains a complete set of each of these financial 
statements for a period of five years. [87] 

Exhibits II-35 through II-48 illustrate the types of 
financial statements and management information which are 


made available to field activity managers as a result of 
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their participation in the MCAS and RCAS. Exhibit II-35 
offers an abbreviated version of a Detail General Ledger for 
an MCAS activity, but is also representative of the general 
formatting of the Detail General Ledgers which are provided 
to RCAS activities. The purpose of the Detail General Ledger 
is to recapitulate, in detail and summary form, abi vaecount— 
ing transactions which affected the accounts of a participat- 
Bagetield activity during the preceding accounting month. 
Accordingly, it summarizes not only the accounting trans- 
actions which were submitted by the field activity itself, 
but also those originated by the Central Fund Accounting Unit, 
such as sales assessments, profit distributions, loans, 
grants, and loan repayments. Unlike the other financial 
reports which are furnished by NAFAS, the Detailed General 
Meager 1S actually an accounting record rather than a finan- 
Cial statement of the operating performance of the field 
@ecavity. [88] 

Exhibits I1I-36 anc II-37 are verbatim reproductions of 
actual balance sheets which were provided by NAFAS to an MCAS 
activity (Commissioned Officer's Mess (Oven)) and a RCAS 
activity. In accordance with traditional balance sheet 
formatting, these statements show the end of the month bal- 
ances in the activities 1000 (asset) accounts, 2000 (liability) 
accounts, and 3000 (net worth) accounts and are based on the 
classic financial accounting equation, wherein the total 


amount of all assets must equal the combined totals of all 
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liabilities and net worth accounts. However, as evidenced in 
Mee bit Li-36, additional Fund solvency Information is includ- 
ed in the traditional balance sheet presentations which are 
meovided to MCAS activities. The fund solvency portion of 
tne MCAS balance sheet provides a computer analysis of the 
current solvency and forecasted longterm solvency of the 
activity, both with and without the use of BUPERS loans. It 
also provides the computed end-of-the-month acid test ratio 
(ratio of cash and accounts receivable to correct liabilities) 
eee the activity and compares it with the "target" acid test 
ratio which has been established for the activity by NMPC-65. 
o9 | 

Examples of the Summary Operations Statements which NAFAS 
provides to MCAS and RCAS activities are contained in Exhibits 
Memeo through II-41. Taken together, Exhibits II-38 and 
Me-22 constitute the Summary Operations Statement for an MCAS 
activity. The basic purpose of this statement is to summarize 
the aggregate revenues and expenses of all departments within 
the activity, including general and administrative expenses, 
Meeerive at a net operating profit or loss for the account- 
Bee period. {90} Cost of goods sold, gross margin, direct 
expenses, and general and administrative expenses are expres- 
Mees a Percentage of total (sales) revenue, both for the 
current month and year-to-date. A year-to-date comparative 
analysis is also rendered wherein target percentages and 


amounts for each account are compared with actual year-to- 
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date percentages and amounts, with resulting dollar variances 
being recorded in the right hand column of the statement. 
merow Symbols are used in the right hand margin of the state- 
ment to attract management attention to unfavorable variances, 
which may indicate unfavorable operating conditions within 

Mme activity. 

A review of Exhibits II-40 and II-41 reveals that the 
Summary Operations Statements which are provided to RCAS 
activities are formatted differently than those provided to 
MCAS activities. A vertical analysis of each account is not 
provided in the RCAS statement. Instead, actual account 
balances for the current month and vear-to-date are compared 
with the previous vear's balances for the same accounting 
month and year-to-date. According to NAFAS personnel, the 
currently blank budget column of the RCAS statement will 
eventually be used to provide a comparative analysis of actual 
account balances with the activity's approved budget amounts 
for the current month and year-to-date. Another financial 
management tool which is provided in the RCAS Summary Opera- 
tions Statement is the self-sufficiency figure that appears 
at the end of the statement. This figure enables Recreation 
Fund managers to compare the attained self-sufficiency of 
their activity with the minimum self-sufficiency level which 
has been established for their activity by NMPC-65. 

Exhibits II-42 through I1I-47 are used to illustrate the 
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NAFAS on behalf of MCAS and RCAS activities. In Exhibits II-42 
through II-44, the Departmental Operations Statement of a 
Commissioned Officers Mess (Open) is rendered in its entirety. 
@est in the same format as the Summary Operations Statement, 
the Departmental Operating Statement presents an analysis of 
sales, expenses, and direct profits which were experienced 

By each department within the MCAS activity during the current 
mecounting month and year-to-date. In so doing, it aids 
Managers in pinpointing the sources of unfavorable variances 
@aa/or unfavorable operating conditions within their activity 
so that they may initiate corrective actions to improve them. 
@editional features included in the MCAS Departmental Opera- 
tions Statement are the calculation of departmental inventory 
turnovers for the current month and year-to-date. As shown, 
departmental inventory turnover calculations are expressed 

in months and are determined by dividing the end of the 

month inventories by cost of goods sold. The end of the 
month inventory amount which is used in calculating the year- 
to-date inventory turnover is an average of the previous 
monthly ending inventories for the year. It should also be 
meeed that two sets of inventory turnovers are calculated for 
cepartments whose inventories are divided between resale 
Mecations and a central storeroom. Current month and year- 
to-date inventory turnovers are first computed for depart- 
mental resale locations. A second set of inventory turnovers 
metmen Computed for the combined inventories of these resale 


Meeations and the central storeroom. [91] 


ees 





Exhibits II-45 through II-47 respectively depict the 
first, third, and final page of an RCAS Departmental Opera- 
tions Statement. This statement presents an analysis, by 
department, of monthly receipts, expenses, and net profits 
(or losses), stated in total dollars for the current month 
and vear-to-date. End of the period book (at retail) inven- 
tory figures are also provided for recreation resale depart- 
ments (e.g., golf and bowling pro shops). Lastly, self- 
sufficiency figures are provided for each department and, as 
shown in Exhibit II-47, for each major recreation activity 
(or category). The income base, cost base, and self- 
sufficiency figures provided in Exhibit II~47 represent the 
sum of incomes, costs, and self-sufficiency for related 
recreation departments. For example, the current month 
een base for bowling in Exhibit II-47 represents the 
combined monthly revenues from the bowling pro shop (Exhibit 
/i=-45) and bowling lanes ("Bowling-Recreation,” Exhibit 
H1=-46). [(92] 

Mme FUNG Seatus Report (Exhibit II~-48) concludes discus- 
Sion of the monthly financial statements which NAFAS 
Meeeuces. Provided only to RCAS activities, this report is 
Sivided into the following sections: 

MeocogmeecCetmes. Pils section reports the amount of 
deposits during the accounting month as reported on the 
NAVCOMPT Forms 2142 (Daily Cash Report) submitted by the 


activities. All other cash receipts, including profits from 
Navy exchanges, are also reported in this section. 


124 





Si JAN 1961 


PERIOD ENOUNG: 


712010 


SCHOOL 


ACUIVITY: 


Go TI V4) 


Of HONTH 


CHECKBOOK BALANCE BEGINNING 


47°605-22 
876524.6% 


PreGOs272 


=a « 
Mem jw 
tw 
Qt J 
« 
fox} — 
2 S 
« = 


-~: 


9.0.M. PLUS CASH RECEIPTS 


CHECK BUUK HALANCE 
LESS GAT ARES ar 
parabte 


A 
a=! 
? 
i, 
© 
= 
ea 
Pw 
us 
t ' 
Dat OD PA et (AO O © 
FOO Am Om O ca 
08 @ © 0 8 e 
WwoOmon ~ WOW © 
DO Meow GS ON FF OO © 
Ne ah OY oO 
8 e® e@ 6 e® @ e 
N woo Wo =a 
Ny = = 
W 
Ww a = 2 
= al oo eas 
ated on any ad o 
Cow a A we 
Se. = ad and 
nda = a hate 
ae SS ~« Vv} 
Ae a. e = 
ae Ge A Wa 
aC ka! WY = Oe 
SS WwW « z be 
— bet) Oo ~ 
S ww a OzwM 
VY) =e aed ood Zio 
eax | S SoOoz 
= AWO WM bee we SD 
Diwew BVI wl tn 
weSZ OS wm wr 
we tl ee oe Dm 
QO © weit late) OE 
ZRewy ox WY YW Serta 
<£enN DWWW =» — 
Om 3D YEO wi 
eww SD laledind = Yee 
—_ = Om, oe) SS ome Ceic3 
Siu oe wet bee) eet eS ed 
tr YI JSP Me ltd ae and SIO 
=a coed Nad hs SE td LD be 
= @G8tVMwOo Ton 
YW oO ocE> VS? ad rat VS? 


SS PUR 


Oe ed ee VID ila 
en“ e, 22ZOMNOW&S 
fea KX DWT 
Leah bata) OA) Ome SP em SEE La) Ome 
VD Weewsazte 


eZ S 


JOo241.53 


t 


CHECK SOUK GALANCE END OF NONTI 


£56216.93 


WA 
Oae 
6 ¢ 6 
man 
NOD 
ma 


13-500.00 


LIABILITIES AND RESERVES 


PREPALO EXP &@ FAA 


SES 


- « 


EXPENSES.» 


A 
1 
ACILITY LMPROVEMENTS 
FUNOS AVAILABLE 


15+026.60 


39°600.00 


TERM) 


I 


- 


LOANS PAYAAHLE CLONG/SHOR 


OPEN ORDERS 


Recreation Fund Status Report 


Exhibit II-48. 





2. Cash Disbursements and Funds Transferred, This sec- 
tion reports the amount of cash disbursed during the account- 
ing month as reported by the BUPERS Form 4 (Remittance State- 
ment with Check) submitted by activities. In order to state 
net disbursements with respect to purchases and payroll 
expenditures, purchase discount and payroll deductions are 
deducted from the applicable gross expenditures. 


3. Liabilities and Reserves. Accrued purchases and the 
end of the month balance in the liability and reserve accounts 
(except loans payable) are reported in this section. 


4. Checkbook Balance. The beginning of the month check- 
book balance shown on the first line of the fund status, plus 
total cash receipts, less total cash disbursements and funds 
transferred, equals the end of the month checkbook balance. 
Funds available may be restricted further by loans payable 
and open orders which appear as memorandum amounts on the 
meet line of the form. [93] 

maadaition to accounting for the NMPC Central Fund and 
meoducing monthly financial statements, NAFAS performs at 
least four other major services on behalf of MCAS and RCAS 
field activities. These include: 

1. Reconciliation of all checks written against the 
Mess Central and Recreation Central Concentration Bank 
Mecounts. [94,95] 

Be ecenciling local depository bank accounts for 591 
Meeta activities, eliminating the requirement for these 
Metavities to reconcile their own accounts. [96] 

3. Assisting field activities in operating within the 
centralized accounting system by providing financial account- 
inc guidance to them. [97] 

4. Sponsoring an automated "Touch Pay" payroll account- 
ing svstem, which automatically computes payroll deductions 
and prints checks for approximately 20,000 NAF emplovees. (98] 
The "Touch Pay" payroll accounting system is addressed 
Separately in the following section of this chapter. Amplifica- 


tion of the other three services that are listed above can 


best be accomplished by describing the functions of the Field 


Zo 





Accounting and Banking Services (FABS) Unit, which is the 
department within NAFAS that is responsible for providing 
them. 

The organizational structure of the FABS Unit was pre- 
viously depicted in Exhibit II-10. As shown in this exhibit, 
eight of the 12 persons assigned to the FABS Unit perform 
banking services on behalf of MCAS and RCAS field activities. 
These services include the ongoing reconciliation of all 
checks drawn and deposits made on the Mess Central and Recrea- 
tion Central Concentration Bank Accounts and the reconcilia- 
meon Of 591 local depository bank accounts. A partial 
appreciation for the scope of these services can be derived 
from the following banking statistics which were provided to 
eae author by NAFAS: 

1. Annually, approximately seven hundred and forty-seven 


thousand (747,000) checks are processed and reconciled through 
the concentration bank accounts, by system, as follows: 


Mess Central Banking System 457,900 
Recreation Central Banking System 282 000 
NMPC Central Fund Banking System 8,000 


2. Annually, approximately one hundred and ninety 
thousand separate deposits are processed and reconciled 
through the concentration bank accounts, by system, as 
follows: 


Mess Central Banking System P53), 000 
Recreation Central Banking System S27 200 
NMPC Central Fund Banking System 250 


3. Approximate annual dollar volumes flowing into and 
from the concentration bank accounts by system are prescribed 
below: 


Mess Central Banking System Sie SO 0), 0.0 0 
Recreation Central Banking System $121,000,000 
NMPC Central Fund Banking System S25 00000 | 99] 
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The basic procedures used in reconciling the Mess Central 
and Recreation Central Concentration Bank Accounts are, for 
the most part, analagous to the steps which must be taken by 
the average citizen in reconciling his or her checking account 
at the end of each banking month. However, due to the afore- 
mentioned volume of recurring transactions, reconciliation of 
Ehese accounts necessitates an ongoing full time effort by 
several persons and must be accomplished with computer 
assistance. 

As previously mentioned, Depository Transfer Checks are 
automatically produced each day FNB St. Louis based on elec- 
@eenic source data which is provided to the central bank by 
NAFAS. Among the many output reports produced by the NAFAS 
computer at the end of each computer run are separate listings 
of all deposits made into the Mess Central and Recreation 
Central Concentration Bank Accounts. An excerpt from one of 
Baese reports is contained in Exhibit II-49. Within two to 
five days following the daily taped transmissions of DTC 
source data to the central bank, NAFAS recelves a computerized 
listing of the Depository Transfer Checks which have been 
produced by FNB St. Louis as a result of these transmissions. 
NAFAS banking personnel then compare the computer listings 
produced by FNB St. Louis with their own computer listings 
(Exhibit II-49) to ensure that all deposits were properly 
recorded in the accounts of the central bank. [100] 

Although a predominantly straightforward process, the 


tracking of MCAS and RCAS deposits is made slightly more 


eS 
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complex by two conditions. First, not all MCAS and RCAS 
@eervities utilize the local depository transfer method pre- 
viously described in this chapter. Due to their remote geo- 
graphic locations or other unique circumstances, approximately 
HOO field activities make their deposits directly by mail to 
PNB St. Louis. Depending on the timing of these deposits and 
Meetiier Or not they reach FNB St. Louis prior to the arrival 
of accounting source documents at NAFAS, circumstances arise 
in which deposits are recorded by the central bank but have 
not been recorded in the MCAS or RCAS. 

Alternatively, a second unsynchronized situation arises 
when, following the end of each accounting month, FNB St. 
Louis prepares bank statements on behalf of NAFAS. The prep- 
aration of these bank statements typically takes place prior 
to the receipt at NAFAS of many end-of-the-month deposits 
and accounting source documents from various field activities. 
Accordingly, the monthly deposit statements provided to NAFAS 
by the central bank may not reflect all deposits which, for 
the purposes of the MCAS and RCAS, should be credited to the 
BEriOr accounting month. For banking purposes, late deposits 
are separately reconciled as "deposits in transit." [101] 

The tracking of unrecorded deposits and deposits in 
transit is aided by the use of computer tapes which are for- 
warded to NAFAS by FNB St. Louis following the end of each 
accounting month. Containing a listing of all deposits which 


were recorded by the central bank for the previous accounting 
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month, source data from these tapes are fed into the NAFAS 
computer, which is programmed to match all deposits listed by 
FNB St. Louis with those recorded by NAFAS for the previous 
accounting period. Reports similar to those contained in 
Menibits II-50 and II-51 are then produced by the NAFAS 
computer, which is programmed to identify and segregate un- 
Matched deposits. [102] 

Due to volume and the nature of the check clearing process 
meselt, the reconciliation of all checks written against the 
Mess Central and Recreation Central Concentration Bank Ac- 
counts iS a more involved and drawn-out process than the 
reconciliation of deposits. All checks must be strictly 
accounted for from the time thev are written until the time 
that they are paid by FNB St. Louis. This process is pro- 
longed by the fact that, in addition to normal delays asso- 
Ciated with the mailing and delivery of accounting source 
documents to NAFAS, significant record keeping delays are also 
experienced when the parties to whom checks have been dis- 
bursed fail to promptly process them for payment. Like 
deposit reconciliations, FNB St. Louis furnishes NAFAS with 
monthly checking account statements and magnetic tapes listing 
all checks which nave been paid by the central bank for the 
Beevyious accounting month. [103] 

Exhibit II-52 is an example of the type of monthly state- 
ments which are provided to NAFAS by FNB St. Louis for the 


purposes of reconciling all checks drawn against the 
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concentration bank accounts. Additionally, Magnetic tapes 
provided by FNB St. Louis are used to match all checks paid 
by the central bank with all checks that have been recorded 
in the MCAS and RCAS by NAFAS. Reports summarizing all out- 
standing checks which have not cleared FNB St. Louis and 
unrecorded checks wnich have been paid by the central bank 
are then published by the computer. Examples of these 
Meeorts are contained in Exhibits II-53 and II-54. The pay- 
ment of checks which have not been previously recorded in 
mmenier the MCAS or RCAS is an occurrence which typically 
arises from keypunch errors, delayed submission or total 
@ariure of field activities to submit accounting source 
documents, errors by the central bank, use of wrong check 
numbers, and monetary variances between the actual checks 
which were written by fleld activities and the accounting 
Source documents which they forwarded to NAFAS. [104] 

In addition to reconciling the Mess Central and Recrea- 
tion Central Concentration Bank Accounts, the banking section 
Beethe FABS Unit is responsible for reconciling the local 
depository bank accounts of 591 MCAS and RCAS activities. 
Prior to undertaking this responsibility, 40 percent of all 
MCAS and RCAS field activities did not make an effort to 
reconcile their own local bank accounts. [105] The decision 
tO have NAFAS reconcile local accounts as well as the central- 
ized concentration bank accounts was prompted by the desire 


me add still another cash control element to the centralized 
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Exhibit II-54. 





accounting and banking system and further reduce field ace Ley 
accounting and bookkeeping requirements. MCAS and RCAS activi- 
ties whose local bank accounts are reconciled by NAFAS are 
relieved from virtually all banking responsibilities with the 
exception of physically making daily cash deposits and the 
mailing of previously described accounting source documents. 
Consequently, field activity managers must exclusively use 

the monthly financial statements provided by NAFAS in lieu of 
local bank statements to monitor cash increases and decreases 
to their activity's accounts. This arrangement further under- 
scores the mandatory requirement for the accurate and timely 
Preparation and delivery of monthly financial statements by 
MAPAS to participating field activities. [106] 

In addition to providing banking services to MCAS and 
RCAS field activities, the FABS Unit is also responsible for 
providing financial management and accounting guidance to 
field activity managers and bookkeepers. As shown in Exhibit 
II-10, two operating accountants are assigned to this effort 
on a full time basis. Among other things, these operating 
accountants are responsible for performing the following 
services: 

1. Reviewing all monthly financial statements for quality 
and accuracy before they are mailed to recipient field 
@ectivities. 

oe Pcemicding technical assistance to field activity 
Managers and bookkeepers on accounting matters. Assistance 


is rendered in the form of numerous telephone calls and written 
correspondence. 
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3. Performing an ongoing review of the training require- 
ments for field activity managers and bookkeepers and, in so 
doing, serving in an advisory capacity to the Navy Special 
Services Administrative Activity (NSSAA), which is the activ- 
ity within NMPC~-65 which is responsible for conducting train- 
ing and audit programs on behalf of field activity managers 
and bookkeepers. 

4. Performing interral reviews and audits of NAFAS itself 
and, in conjunction with this responsibility, providing on- 
GOing technical assistance in accounting matters to the other 
units within NAFAS (e.g., CFAU and PSU). 


3. Initiating proposals for the reduction of paperwork 
and accounting requirements at the field activity level. [107] 


Above all others, the primary objectives of NAFAS are to 
serve aS an accounting agency for the collection, temporary 
investment, and redistribution of Navy NAFS on behalf of 
NMPC-65, and to provide centralized accounting and banking 
services to MWR field activities wno are required to partic- 
ipate in the MCAS and RCAS. [108] In support of these objec- 
tives, management personnel within NAFAS employ a variety of 
measurements with which they monitor and gauge the performance 
of their organization. As demonstrated by Appendices C, D, 
and F, income and cost performance are continuously reviewed. 
Appendix G provides turnaround and miscellaneous production 
Statistics with which NAFAS measures the efficiency of its 
internal operations. In addition to the charts and graphs 
contained in Appendix G, supplemental statistical summaries 
were provided to the author while visiting NAFAS. From these 
documents and interviews with NAFAS personnel, the following 
additional statements can be made concerning the level of 


activity and accomplishment within NAFAS: 


1, 





fo mes investment earnings from concentration banking 
greatly exceed the costs of operating the centralized account- 
Mag and banking system. For FY 1979, earnings exceeded costs 
Meee racio of 12 to l. [109] 


2. In recent years, investment earnings have typically 
exceeded $1,000,000.00 per month. (However, this statement 
must be tempered with the additional comment that these high 
investment earnings have been greatly helped by the avail- 
ability of high interest rates and corresponding rates of 
return in the short term money markets as a result of nation- 
wide economic inflation. A downturn in available interest 
rates could cause this figure to decline.) [110] 


3. Approximately 105,000 transmittal envelopes and 
2,000,000 accounting and banking source documents are edited, 
controlled, and processed annually by NAFAS. [111] 


4. Approximately 12,000,000 accounting and banking trans- 
action records are processed annually by NAFAS. [112] 


5. Approximately 260,000 separate financial statements 
are prepared, bursted, collated, and forwarded to field 
activities and their chain of command on an annual basis. [113] 


6. Approximately 16,000 letters and notices are prepared 
annually for the purposes of cash control and maintenance of 
accurate and acceptable accounting practices. [114] 


7. Over 7,000 local bank reconciliations are prepared 
annually. [115] 


8. Five hundred thousand (500,000) separate pages of 
banking and financial information are produced and distributed 
annually. [116] 


9. Approximately 20,000,000 lines of data are printed as 
financial and banking information annually. [117] 


10. Approximately 20 percent of all accounting source 
documents submitted to NAFAS contain either clerical or ac- 
@eunting errors. NAFAS audit clerks typically reduce this 
Beror rate to 5 percent prior to key entry into the NAFAS 
computer. [118] 

NAFAS management personnel use two primary measurement 
techniques which can be found in current management literature - 


results measures and process measures. For the purposes of 
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further discussion, these measurement techniques are des- 
cribed as follows: 


1. Results measures. A results measure is a measure of 
output expressed in terms that are supposedly related to an 
organization’ Ss objectives. In the ideal situation, the ob- 
jective is stated in measurable terms, and the output measure 
is stated in these same terms. When this relationship is not 
feasible, as is often the case, the output measure represents 
the closest feasible way of measuring the accomplishment of an 
objective that cannot itself be expressed quantitatively. 

Suen a2 Measure is called a surrogate or a proxy. ...A 
Pesults measure relates to the impact that the organization 
has on the outside world. If the organization is client 
@erented, a results measure relates to what the organization 
did for the client. Organizations that render service to a 
meees OL Clients, such as alcoholics or unemployed persons, 
may measure output in terms of the results for the whole 
class, or target group. [119] 


2. Process measures. A process measure relates to an 
activity carrled on by the organization. Examples are the 
number of livestock inspected in a week, the number of lines 
typed in an hour, the number of requisitions filled ina 
month, or the number of purchase orders written. The essen- 
tial difference between a resultS measure and a process 
measure is that the former is "ends oriented," while the lat- 
ter is “means oriented." An ends-oriented indicator is a 
direct measure of success in achieving an objective. A 
means-oriented indicator is a measure of what a responsibility 
center or an individual does. There is an implicit assumption 
that what the responsibility center does helps to achieve the 
organization's objectives, but this is not always a valid 
assumption. For example, in an air vollution program, the 
change in the amount of SO2 in the atmosphere is an ends- 
oriented results measure, while the number of inspections 
made of possible violators 1s a means-oriented process 
measure. The implication of a causal relationship between 
the number of inspections made and the amount of air pollution 
May or may not be valid. The terms "performance oriented" 
and "work oriented" are other names for the same distinction 
between ends-oriented and means-oriented indicators. 

Process measures are most useful in the measurement of 
current, short-run performance. They are the easiest type 
of output measure to interpret because there presumably 1s a 
close causal relationship between inputs and process measures. 
They measure efficiency, but not effectiveness. ... Process 
measures can lead to ineffective performance if they are un- 
Pelated to results measures. For example, the U.S. Air Force 
measured performance of certain squadrons by the number of 
hours flown, which is a process measure. Some times squadrons 
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would build up a record of performance based on this measure 
simply by flying for many hours in large circles around a 
base, without any real accomplishments. [120] 


An analysis of Appendix G and the previously cited per- 
formance statistics which were compiled by NAFAS reveals that, 
with the exception of cost and income measurements, vir- 
tually all of the performance measures used by NAFAS are of 
the process type. Heavy emphasis is placed on the measurement 
of quantity, efficiency, and "means-oriented" measures as 
opposed to qualitative end results measures which are designed 
to gauge the effectiveness with which the organization is 
meeting its objectives and the impact, positive or otherwise, 
Beet it has on its client population. Additional thoughts on 
the measurement of quality versus quantity are rendered in 
the following passage: 


Penfonmeance has both a quantity and a quality 
dimension. Ususually it 1s more feasible to measure 
quantity (e.g., number of Students graduated) than to 
measure quality (e.g., how well the students were educated). 
Despite this difficulty, the quality dimension should not 
be overlooked. Indeed, the indicator that is chosen to 
measure quantity usually implies some standard of 
Gualityv. "Number of lines typed per hour” usually car- 
ries with it the implication that the lines were typed 
Satisfactorily in order to be counted, and there may 
even be an explicit statement of what constitutes a 
Satisfactory line of typing, such as the requirement that 
it be free of errors. Similarly, the measure "number of 
Students graduated" implies that the students have met 
the standards of quality that are prescribed for 
graduation. 

In some situations, judgments about quality are 
limited to such "go/no-go" statements as those given 
above; either a line of typing was error-free or it was 
not; either students met the requirements for graduation 
or they did not. In these situations, it is not feasible 
to measure quality along a scale; for example, to deter- 
Mine that this year's graduates received a better educa- 
tion than last year's ... The absence of quality measures 
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an management control systems may lead to a detrimental 
emphasis on quantity, for example, people being rapidly 
pushed through an education program; a large number of 
quick and careless pollution inspections; quick, shoddy 
construction jobs. Thus, every effort should be made to 
find some acceptable quality measure, even though it is 

eru@e. [121] 

The foregoing passage states that a chosen measure of 
quantity uSually implies some measure of quality. It is this 
line of thinking upon which the many process measures employed 
by NAFAS are uSed. Significant efforts are made to ensure 
the timeliness and accuracy of the monthly financial state- 
ments which are provided to MCAS and RCAS field activities. 
In this instance, timeliness and accuracy are certainly key 
elements in the quality of financial information which NAFAS 
produces. However, impressive turnaround statistics, zero 
error rates, and other production figures do not provide a 
comprehensive measure of the ultimate usefulness of monthly 
financial reports. They do not reflect whether or not field 
activity managers understand them, or allow a determination 
to be made as to whether or not the additional preparation 
of paperwork which is required to support the centralized 
mecounting and banking system is, in the opinion of field 


activity managers, justified in terms of the accounting and 


banking services that are provided to them. 


D. OVERVIEW OF THE "TOUCH-PAY" PAYROLL ACCOUNTING SYSTEM 
The "Touch-Pay"” Payroll Accounting System is a computer- 
ized payroll system which is operated by Touch Pay Systems 


(TPS), a small commercial computer firm located in Los 
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Angeles, California. On a bi-weekly basis, TPS produces a 
series Of payroll reports and paychecks for nearly 20,000 
NAF employees through a contractual arrangement with the Navy. 
Within the Navy, NAFAS is the primary proponent of TPS and 
serves as the primary technical and administrative inter- 
mediary for all TPS related matters. Although not integral 
to the daily operations of NAFAS, the implementation of TPS 
payroll accounting represents yet another effort by NAFAS to 
reduce accounting and bookkeeping efforts at the field activ- 
ity level while concurrently achieving an additional cash 
control element over NAF's. [122] 

TPS makes use of two simple tools - a touch tone card 
dialing telephone (or card dialing attachment) and coded 
plastic punch-cards which identify each employee, his or her 
number of dependents, type of pay (e.g., hourly), and rate of 
pay to allow the touch-pay computer system to automatically 
Gompute all payroll figures. Exhibits II-55 and II-56 illus- 
trate the format and methods used in preparing employee 
Meastic data cards. Exhibit II-57 briefly illustrates how 
the system is operated. Standard procedures for using the 
system are as follows: 

me G&deh activity calls the touch-pay recelving center. 
The lines are automatically answered with special tones 
indicating that the system is ready to accept data. 

eA Plastic Card identifying this activity and instal- 
lation is placed in the telephone and transmitted. This 
Becomes a unique identifier for that unit to the system. 


3. The pay period ending date is then manually entered 
using the touch tone key board. 
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Exhibit II-55. Touch-Pay Systems Employee Plastic Data Card 
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4. A plastic "Hours Control Card" containing the control 
total of all payroll hours for the pay period is inserted into 
the telephone and transmitted. 

fee Plastic “Dollars Control Card" containing the con- 
Mee total (in dollars) for the activity's entire payroll for 
the current pay period is inserted into the telephone and 
transmitted. 

6. Each employee's plastic card is inserted in the tele- 
phone and transmitted. A pay code and hours for each employee 
is entered. The transaction is ended by pressing the number 
key (#). 

7. Any tips, service charges, and/or other deduction or 
pay category, (that is not automatic) is now manually entered 
on the key board. 

8. When all of the data for a pay period is transmitted, 
the person doing the transmisSion merely hangs up the receiver, 
thereby indicating his items are ready for processing. [123] 

There are a number of safeguards built into the system. 
Answer back tones are used to allow the transmitting party to 
determine whether or not he or she has transmitted valid 
information. Information which is incorrectly formatted is 
automatically rejected by the system. If the person doing 
the transmitting experiences difficulties or needs assistance, 
a receiving center operator at the computer center can be 
reached by merely pressing the asterisk (*) button on the 
telephone. [124] 

The TPS computer system is capable of handling 50 to 100 
@ata card transmissions in less than an hour. Upon the comple- 
tion of an activity's transmissions, the computer automatically 
calculates and prints employee paychecks and payroll reports, 
which are then packaged and forwarded to the activity via 


express mail. Payroll reports which are automatically issued 


to each activity include: 
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im Bach Pay Period 


Transaction Audit - when applicable 

File Changes applied this pay period 

Sick and Annual Corrections - when applicable 
Time Card Balance 

Towen-Pay Payroll Summary 

Payroll Register 

MCAS/RCAS Audit Reports 

MCAS/RCAS Payroll Summary 

- Sick and Annual Leave Reports 

Master File Listing 


UH FTQmoaanoep 


ae ach Ouarter 


awe, COmerollers Report (pro-forma federal and state 
tax returns) 

b. Individual Employee Earning Records 

c. BUPERS Quarterly Retirement Report 

ad. BUPERS Quarterly Life and Hospital Insurance 


Reports 
' At Year-Bnd 
a. Pre-enveloped and "Franked" W-2's for mailing 
b. W-2 Master Listings 
c. Special Automatic Adjustment Run for Sick and 
Annual Leave Accrual [125] 

Examples of some of the above listed reports are provided 
in Appendix H. 

Two reports which are deserving of special mention are 
the MCAS and RCAS Payroll Summaries. The MCAS and RCAS Pay- 
roll Summaries which are provided by TPS are facsimile reports 
@e the BUPERS Forms 2216 (Exhibit II-19) and 2141 (Exhibit 
II-26) which must be respectively submitted by MCAS and RCAS 
activities to NAFAS following each pay period. These facsim- 
ile reports allow field activity bookkeeprs to conveniently 


transcribe Payroll Summary information on to the required 


BUPERS forms for forwarding to NAFAS. [126] 
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The administrative requirements which are levied on TPS 
users are designed to be minimal, involving the use of a 
few simple forms on an "as required" basis. The most prom- 
inent and commonly used form is the Employee Information 
Sheet (Exhibit II-58) which must be submitted to TPS for 
each activity employee upon newly converting to the TPS 
system, whenever new personnel are hired and, as indicated on 
the form itself, whenever changes occur to the information 
Mencatmed in blocks 9 through 39. Other simple forms are 
used to notify TPS of voided checks, handwritten checks, stop 
payments, and payroll adjustments for sick and annual leave. 
£127 | 

The lack of administration associated with TPS is par- 
tially explained and somewhat offset by the fact that the 
System utilizes a series of non-standard transmission routines 
(e.g., over and above the standard transmission routine which 
Was previously cited) for the purposes of conducting a signif- 
icant amount of payroll administration. Although these trans- 
mission routines are clearly delineated in the Touch Pay 
meeeems Users Manual, there is a definite “learning-curve" 
Meeociated with their use. For that matter, the TPS as a 
whole involves start-up costs in terms of training and user 
acclimation during its initial stages of implementation. Ac~ 
cordingly, field activities are provided with three days of 


on-site training upon converting to the system. [128] 
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Exhibit II-58. Touch-Pay Systems Employee Information Sheet 
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In addition to providing a cash control element and reduc- 
meons in field activity accounting and bookkeeping, TPS also 
provides the following improvements in payroll accounting from 
a headquarter'’s standpoint: 


1. Provides for the central collection of employee bene- 
fits, which are deducted from the concentration bank accounts. 


Pe AWtOmatic deductions are made for FICA, FUTA, ana 
Federal and State Income Tax withholdings. 


3. Is programmed to conform to Public Law 93932 and DOD 
wage policy guidelines. 


4. Is designed to provide standardized payroll procedures 
for NAF employees on a Navy-wide basis. [129] 


As of this writing, 417 activities are currently partic- 
ipating in the "Touch Pay" payroll accounting system, with 
additional installations scheduled for the future. According 
to NAFAS management personnel, user complaints concerning the 
operation of TPS have been negligible and primarily limited 
to field activities who were already using local computer 
@eystems for payroll accounting when directed to convert to 
TPS. However, a formal survey has not as yet been undertaken. 


[130] 


Mm. THE FIELD ACTIVITY OPERATING ENVIRONMENT 

Since the ultimate purpose of this study 1s to objectively 
assess the overall performance of NAFAS from the standpoint of 
field activity managers, a general overview of the operating 
environment and organizational context in which field activity 
Management perspectives are developed is considered necessary. 


The need for such an overview arises from the fact that field 
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managers typically operate in a frequently Cieanging amu ea — 
faceted environment in which their preoccupation with central- 
ized accounting, banking, and payroll procedures is only one 
among many other highly placed priorities which govern the 
management and operation of their activities. Field activity 
Managers are concurrently preoccupied with the following: 

1. Satisfying local command priorities and policies. 


2. Satisfying the changing needs and preferences of a 
highly diverse and transient military population. 


SMa ntalining tradition. 


4. Competing with local commercial enterprises which 
offer similar services. 


5. Responding to changing economic conditions due to 
cyclical changes in the earning power of military customers, 
the availability of Federally appropriated funds, and frequent 
shifts in Navy-wide MWR policies as a result of ongoing Con- 
gressional oversight. 

As previously depicted in Exhibit II-5, managers are 
directly accountable to local base/installation commanders in 
providing mess and recreation services to local military 
patrons. The local commanding officer (CO) can hire/fire mess 
and recreation employees, dictate hours of operation for base 
Facilities, dress standards, membership/guest criteria, price 
Meructure for services rendered, entertainment choices, and, 
as previously discussed, delineate package store profit dis- 
Meroution policies. However, the actual involvement of base 
CO's in the details of club and recreation policies and opera- 


tions is likely to vary from one commanding officer to the 


next, depending on their personal desire to become intimately 
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@avolved and the number of other high priority matters which 
routinely compete for their management time and attention. [131] 

To ensure that both base CO's and managers are responsive 
to the needs of their military patrons, the establishment of 
local advisory groups and audit boards is mandated in the Navy's 
Manual for Messes Ashore (for Messes, CPS's, and BOQ's) and 
Special Services Manual (Recreation Fund Activities). Exhibits 
II-59 and II-60 illustrate the typical relationship between 
the CO, the field activity manager, and local advisory groups. 

Appointments to local command Advisory Groups are non- 
permanent in nature and members of these groups are not allowed 
to receive financial renumeration in the form of cash, goods, 
or services from local MWR activities. In the case of mil- 
itary personnel, Advisory Group responsibilities are viewed 
as collateral duties which are to be performed in addition to 
their primary duties at the Naval base or installation. [132] 
Local MWR field activity managers must be responsive to the 
recommendations and priorities of local Advisory Groups in 
addition to the programs and policies which are specifically 
initiated by the base commanders. Inasmuch as local advisory 
Groups are non-permanent in nature, program emphasis and 
priorities are likely to vary over the long run due to the 
changing composition and varying interests of individual 
Group members. 

Although field activity managers are organizationally 


accountable to the local base CO and the appointed Advisory 


154 





SHSSHN AAVN YOM GUVHO NOILVZINVONO IVOTdiy, 
°6SG-II 4TqTyxXg 
*yeu0T74Oe 


JOMsvers, ore, 





eloDTJIO UOsSTUT] vse 


é — | anor Aro [apy 





JOOLJIO SAT BNOON 


Je2TJIO Bappuwnms 


MHOHSV SHSSHWN UOd 'TVANVW *a0uNOS 


Ls 





SHI LIATLOV 


AALLINWOD . 
NOLIWSYD TY 


‘ITONNOD 
NOT LVaYuoO gu 





SVAVN 


anna NOTGVANOTN AAVN YO GAYVHO NOILVZINVOUO IVOTdAS 
"09-11 4TQTUXY 


‘OLg 
‘a109 100d 


YAOVNWH 
NOTLVaYOdd 


Guvod LIGNW GNna 


NOTLIVaAYOTY WOOT 





YFOTAAO ONTGNYHHOD 


IVANVAN SHOTANYAS TvVLlOadS :MOuNOS 





16 





—_ 


Groups, they are ultimately accountable to and dependent upon 
Meee Good Standing with local military patrons. Each field 
activity manager must be concerned with suggestions offered by 
customers as tO ways to improve upon the services which are 
provided. However, accommodating the needs and preferences of 
all individuals rapidly becomes a physical impossibility and 
is necessarily discretionary. 

Navy Mess and Recreation Managers are challenged by the 
need to provide good service and maintain high standing within 
their patron base. This is true of Navy Messes which, in most 
instances, operate in direct competition with commercial 
Mestaurants and fast food chains. However, unlike their com- 
mercial competitors, they are not allowed to specialize ina 
particular food or service. Instead, they are required to 
fulfill the needs and preferences of all individuals to the 
Maximum extent possible, which is no easy task in light of 
Me Widely varying ages, backgrounds, and cultural prefences 
of their target population. Despite known economic disadvan- 
tages, this philosophy and method of doing business is steeped 
in military tradition and is not likely to change any time 
moon. [133] 

An equally unprofitable but intensely traditional aspect 
of Navy Messes is that of rank segregation. Separate Messes 
mee established and maintained for Officers, Chief Petty 
Officers, and junior enlisted personnel at many Navy shore 


installations even though local patronage of Messes may not 
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economically justify the existence of separate facilities. 
During Hearings before the House Nonappropriated Fund Panel 
of the House Armed Services Committee (HASC) in 1979, the 

GAO recommended to the Congress that small, unprofitable 
Messes be consolidated into single "all ranks" Messes. [134] 
This recommendation was based on a 1978 study which was con- 
ducted by the GAO at selected installations of the four armed 
services. This same study revealed that, while enlisted per- 
sonnel favored "all ranks" clubs over less favorable alter- 
natives as increased food and drink prices and membership 
dues, officers were willing, if need be, to pay higher prices 
or membership dues to continue the tradition of rank 
Segregation. [135] 

The segregation of ranks is a time-honored tradition 
which has been pervetuated in basic officer training. From 
the beginning of their formal training, officer candidates 
are advised not to fraternize with their subordinates during 
off duty hours in order to ensure the maintenance of good 
order and discipline while on duty. Additionally, officers 
earn higher incomes than enlisted personnel in each succes- 
Sive paygrade and therefore can more readily afford an in- 
Crease in Mess prices or the implementation of membership 
dues if needed to defray the costs of Mess operations. 

During the 1979 hearings before the HASC, Navy officials 
noted that 55 percent of all Navy Messes (169 of the 311 


Messes then in operation) would have been unprofitable had 
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Meey not received subsidies from local CPS profit distributions. 
Even with the assistance of package store subsidies, 26 per- 
cent (83) MessesS were unprofitable. [136] Reasons cited for 
the unprofitability of Navy Messes were as follows: 
There are many and varied reasons which cause a 
mess to become unprofitable - fleet movements, unexpected 
lack of patron response to a special event sponsored by 
the mess, labor expenses escalating out of proportion to 
the volume of business, failure to apply timely price 
increases to offset increased cost of goods and services, 
unprogrammed expenditure requirements for equipment/ 
improvements, and sometimes the ineffectiveness of the 
Manager to adhere to prescribed internal controls. [137] 
While all of the aforementioned reasons for the unprofit- 
ability of Navy Messes are undoubtedly legitimate, other 
Critical factors were omitted from the above testimony. Fore- 
most among these is the fact that, beginning in 1975, Navy 
Messes and other MWR field activities were directed to sub- 
stitute civilian employees into positions formerly held by 
Military personnel due to military personnel ceilings which 
were recommended by the GAO and mandated by Congress. The 
Mabstitution of civilians for military personnel was tanta- 
mount to reducing appropriated fund support for Navy Messes 
and increasing nonappropriated fund support for them. [138] 
In addition to the imposition of military personnel ceil- 
ings, both the GAO and Congress have placed increased pres- 
sure on the Navy to make military Messes even more self- 
sustaining in their operations by discouraging the use of CPS 


profits to subsidize Messes. [139] As a result, beginning in 


FY 1983, Navy Messes will no longer be eligible to receive 
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direct subsidies from their local CPSs. [140] Congressional 
interest in reducing CPS subisidies to Navy Messes is pred- 
icated on the belief that CPS profits should be used for 
General Welfare and Recreation (Category III) programs which 
would, in turn, reduce the amount of appropriated funds that 
would have to be spent for them. Emphasis on reducing CPS 
subsidies have been largely influenced by the GAO which, dur- 
ing 1979 hearings before the HASC, predicated its recommenda- 
tions largely on the low frequency of patronage and apparent 
lack of usefulness of Navy Messes to military personnel. 

Whereas Navy Mess Managers were once able to attract 
military customers as a result of their ability to provide 
Drice breaks on food and drinks, the implementation of mil- 
itary personnel ceilings and gradual removal of CPS subsidies 
has all but decimated the competitive edge that they once 
enjoyed over their commercial counterparts. [141] Similarly, 
Other MWR field activity managers (particularly Recreation 
Fund Activity Managers) have been placed in the unenviable 
position of having to contend with reductions in appropriated 
fund support which has led to increases in the prices which 
Bmey must charge to their military customers or reductions 
in services. 

In addition to coping with the uncertainties of Congres- 
Sional policies and funding, MWR Field Activity Managers 
must, in certain situations, respond to other circumstances 


which are beyond their immediate control. For example, status 
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of forces agreements with some foreign countries preclude 

the firing of foreign nationals even though a reduction in 
Mersonnel is needed as a result of declining local patronage. 
Managers must also respond to reductions in their patron 
Mepureation as a result of base or facility closures (e.g., 
the cyclical opening and closing of the Naval Base in Long 
Beach, California). Lastly, managers (particularly Mess 
Managers) must be especially sensitive to needs of retired 
military personnel in areas where a large portion of their 
patron base is constituted by retirees. [142] 

Although a series of other statements could readily be 
made concerning the many management variables and challenges 
which confront MWR Field Activity Managers, they are not neces- 
sary for the purposes of this study. The preceding paragraphs 
are deemed sufficient in providing a general appreciation 
for the multiplicity of environmental and organizational 
factors which mold the perspectives of Field Activity Managers. 
The primary points which should have been gleaned from this 
section are: 

meetin @e@attion to tulfilling their accounting respon- 
Sibilities on behalf of NAFAS, field activity managers are 
Varliously oreoccupied with satisfying the performance stand- 
ards demanded of them by their local commanders, local Ad- 
Visory Groups, local audit boards, active duty and retired 
Melitary patrons, the Naval Audit Service, NMPC-65, GAO, 
and ultimately the Congress. 

2. The perspectives of field activity managers differ 
Significantly from those of NAFAS management personnel. . 
Whereas NAFAS personnel view centralized accounting, banking, 
mma Dayroll practices from a global or "systems" perspective, 


field activity managers view them as one among many other 
Operational and administrative requirements which are levied 


aan 





M@eon them by higher authority. Furthermore, field AG tlhyal ty 
Managers are, out of necessity, much more concerned with the 
attainment of local objectives rather than the overall better- 
ment of the Navy's NAF posture as a whole. 

3. When compared to the internal operations of various 
field activities, the internal operations within NAFAS are 
much more structured, repetitive, and less overcome by a 
diversity of human and other unpredictable variables. 
=, CHAPTER SUMMARY 

The primary objectives of this chapter have been: 

1. To descriptively review and identify the basis for 
the currently existing accounting, banking, and payroll ser- 
vices provided by NAFAS. 


2. To examine the criteria upon which NAFAS presently 
measures and draws concluSions about itS own performance. 


3. To briefly describe the typical financial and working 
environment of field activity managers. 


The purpose of pursuing the above objectives has been to 
prepare the reader for an analysis which is undertaken in 
the following chapter to determine the relative satisfaction 
or dissatisfaction which field activity managers have for 
Various aspects of the centralized accounting, banking, and 
Payroll services which are provided by NAFAS. In support of 
the ensuing analysis, it is considered necessary to first 
introduce the reader to the multiple goals and mission of 
NAFAS. In so doing, the author illustrated where and how 
NAFAS functions as a subset of the larger MWR, NAF flow, and 
investment policies of the Navy. The perceived need to 
conceptually place NAFAS within the larger context of Navy 
MWR programs and the NAF flow process was driven by the 


Following: 
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meee im analyzing the relative satisfaction and/or dis- 
satisfaction which field activity managers have for the 
Meenanics of the centralized accounting, banking, and payroll 
services which are provided by NAFAS, it must be recognized 
that these services are provided on a concommitment basis 
with the overriding need and desire to centrally collect, 
invest, and redistribute Navy NAFs in order to improve the 
Navy's NAF posture as a whole and to ensure that equitable 
MWR services are made available to all Navy members. 

2. In undertaking the analysis, the author was cautioned 
Dy the Director of NAFAS that difficulties might be encountered 
in distinguishing between the grievances that field activity 
Managers might have for the specific services which are pro- 
vided by NAFAS and the more general frustrations which they 
might have for existing Navy MWR policies as a whole. For 
Seample, the recent decision to centrally collect all CPS 
profit distributions is known to be widely unpopular among 
Navy Mess Managers, particularly those whose Messes are co- 
located with profitable package stores. [Ref. 143] Concur- 
Ping with this observation, the author found it necessary to 
describe the broader MWR policies of the Navy in addition to 
Ene Getails of centralized accounting, banking, and payroll 
procedures in order to provide a backdrop for segregating 
NAFAS-related problems (if existing) from the grievances 
Which field managers might share for Navy-wide MWR policies 


in general. 
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A considerable portion of this chapter was dedicated to 
@iscussing the details of centralized ACECCUNEINGyEOamumc , 
and payroll procedures, including source document submission 
by field activity personnel and internal operations within 
NAFAS. The objectives of this discussion were to: 

1. Provide the reader with an appreciation for the 
administrative and procedural demands which are levied on 
field activity managers and bookkeepers in support of the 
@emeralized accounting, banking, and payroll systems that 
are operated and/or sponsored by NAFAS. 

2. Describe the financial management and accounting 
information which field activity personnel receive in return 
for their administrative efforts. 

3. Develop an appreciation for the scope of operations 
within NAFAS by describing the duties and responsibilities 
of each functional department, the production volume in which 
NAFAS deals, and the procedures which NAFAS employs in ensur- 
ing that quality and timely services are provided to field 
Betivity subscribers of the centralized accounting, banking, 
and payroll systems. 

A comprehensive discussion of the foregoing areas was 
muempeea by the fact that, in the following chapter, the 
author's analysis delves into the specifics of centralized 
Becounting, banking, and payroll procedures and, in all 
probability, could not be fully understood in the absence 


Of substantial background information. Impetus for describing 
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the scope of operations within NAFAS evolved from the fact 
that the author's ensuing analysis is based on a worldwide 
survey in which field managers were allowed to comment on 
any and all problems which they are currently experiencing 
Mee the centralized accounting, banking, and payroll ser- 
vices provided by NAFAS. In fairness to NAFAS, it is believed 
Meet the reader should be familiarized with the production 
volume for which NAFAS is responsible, the limited number of 
personnel (e.g., less than 50 people) that NAFAS employs, and 
the variety of internal safeguards and management practices 
(e.g., stringent source data verification requirements and 
internal review of all outgoing financial statements) which 
NAFAS already conscientiously exercises in attempting to 
prevent errors, reduce delays, and achieve high customer 
satisfaction with centralized accounting, banking, and pay- 
roll services. 

™ brief discussion of the Touch-PAY payroll accounting 
system was separately undertaken in this chapter to provide 
the reader with sufficient background information in the 
Operation of the system so that questions and issues related 
tO payroll accounting could be addressed in the following 
Chapter. As previously mentioned, NAFAS does not directly 
provide centralized payroll services to MWR-field activities. 
Instead, it sponsors the Tough Pay System (TPS), coordinates 
mew installations, and provides technical and training guid- 


Mee On behalf of participating field activities. Because of 
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NAFAS's detached role in the physical operation of payroll 
accounting, an analysis of TPS was not originally included 
in the objectives of this study. However, it evolved as a 
corollary to the central theme of accounting and banking 

when, during the course of research, the author decided to 
expand the scope of this thesis to include all centralized 
systems which are either operated or sponsored by NAFAS. 

The chapter was concluded with a brief overview of the 
dynamic and multi-faceted environment in which field activity 
perspectives are molded. The primary motive for this section 
was to reinforce the fact that field managers maintain a 
"dotted~line" relationship with NAFAS and are ultimately 
accountable to their local commanders, advisory groups, 
audit boards, and military patrons in the management and 
Operation of their activities. Another highly important 
objective of this section was to emphasize the fact that 
field activity managers are both confronted and preoccupied 
with a sizeable set of variables (e.g., Navy-wide policy 
changes, locale, command priorities, and patrol preferences) 
Mr the running of their facilities. Out of necessity, their 
view of world needs and administrative priorities are not 
the same as those of NAFAS nor are they necessarily homo- 
geneous from one activity to the next. 

In objectively assessing the overall performance of 
NAFAS from the perspective of field activity managers, environ-~ 
Mental factors must be taken into consideration. Isolated 


problems and/or those which are unique to particular types 
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of activities (e.g., overseas activities) must be differen- 
tiated between problems which appear to apply to all activi- 


ties in general. 
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Tit. THE ANALYSTS 


A. FRAMEWORK FOR ANALYSIS 

Bae thesis Objectives that were outiined in Chapter I of 
this study evolved from two differing views of the relative 
efficiency and effectiveness of the centralized accounting 
and banking services which are operated and maintained by 
NAFAS. As evidenced by Exhibits III-1 and III-2, written 
and oral comments by headquarter's level officials have 
lauded the many advances in centralized accounting, banking, 
and payroll systems over the past several years. Exhibit 
III-l was originated by the Director, NMPC-65. Exhibit 
IIt-2 was directly extracted from Congressional testimony 
during hearings before the Nonappropriated Fund (NAF) Panel 
of the House Armed Services Committee in October 1979. [144] 
In this passage, Mr. Dave Cosco (NMPC-65) and Rear Admiral 
Fran McKee (Assistant Deputy Chief of Naval Operations) were 
responding to questions which were being posed by Congressman 
Dan Daniel (Virginia) and Williston B. Cofer (professional 
staff member). 

Common to Exhibits III-1 and III-2 are that the central- 
ized accounting and banking services which are provided by 
NAFAS have contributed to reductions in personnel workloading 
M1 bookkeeping and accounting at the field activity level. 
Conflictingly, these and other laudatory comments put forth 


my neadcuarter's level officials stood in stark contrast to 


168 





DEPARTMENT OF THE NAVY 
NAWAL MILITARY PERSONNEL COMMAND 
NASRHINGTON. OC. 20370 N REPLY REFER TO 


G+ £27 1980 





From: Director, Secreational Services Division 
Ta: Head, Nonaporopriated Fund Accounting System Section 


Subj: Sustained Superior Performance of the Nonapprooriated Fund 
Accounting System Section 


1. Curing the szeriod 1977 to 1980, the Nonappropriated fund Accounting 
System Section (NAFAS) has had a record of exceotional 2erformance 
ceserving of soecial recoanition. The following achievements are 
axamoles af that serfcrmance record: 


a. In August 1977, the Nonapprepriated Fund Accounting System 
Section was reorganized. The Mess Central Accounting Unit and the 
Recreation Accounting Unit, which had been separate entities to this 
time, were discanded and replaced by the NAFAS Sield Accounting and 
3anking Services Unit and the Production Systems Unit. 


5. Also in 1977, the transfer of ©4 Clubs from NAVRESSO to 3UPERS . 
caused ‘AFAS to Srovide accounting and Danking supsort to aoproximately 
120 additional “ield activities. This additional support was achieved 
smoothly without the requirement for additional staff. 


c. [a July of 1977, the Operational fervermance [nformation System 
and she Fund Solvency System were imolemented to arovide NAFAS users 
with axpanded financial information for the suroose of identifying 
sotential aroblems for nanagement review. 


4. in October of 1977, NAFAS ‘molemented 32 new automated cash 
transfer system for “ESS/CPS and 3illeting Funds. In 1979 this system 
aas implemented for Yecreation Funds. This more rapid cash transfer 
system srovided an additional 33 niilion into tne investment dortfolio. 
concurrent with tnis sew systam, MAFAS took the responsibility for 
reconciling 20croximately 500 ‘ocal sank accounts tonthly. Prior to the 
acniavement of shis objective, forty sercent of czhesa accounts were 
"aver raconcilea locally. [nm addition to oroviding a nmucn needed cash 
control alement, she workload of field Sookkeeosers was significantly 
reduced. 

2. [n 1973, WAFAS ‘molemented 2 noaified Yess Tentral Accounting 
System (MCAS). This todification oroviced greater “texidility and more 
meaningful Financial ‘nformation to the system’s users. he calculation 
ang sresentation of an “Acid "est" ratio as TeaSured against the target 
“Sscia Test" ratio ~as ‘molemented 2s an 30ced 2lement of chis “CAS 
mediricatien, Additionally, this mooificaticn crovided sracessing 
a*“‘cjancias aliowing a nore rapid sracaration of **nancial statements 
anicna in cura could se utilized mere afvactively Sy nanagement. 


Exhibit III-l. Letter Citing Sustained Superior Performance 
of the Nonappropriated Fund Accounting System 


Section 
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fF. Also in 1978, NAFAS {implemented an autematic cash transfer 
system which is utilized to collect loan repayments and sales assess- 
ments, and to fund srants and loans to activities without the necessity 
of sreparing individual checks locally or centrally. This system also 
enhances cash control in that it has removed the necessity for mailing 
over 600 negotiable cash instruments in the mails each month. Further- 
more, this system reduced the field bookkeeping workload significantly. 


g. In October 1979, NAFAS moved to reduce FY80 operating costs to 
the FY79 level, despite mounting inflation. This exercisa included a 
review of jiocal activity Sank Salances which resulted in the transfer of 
an additional $1 milition into the Central Fund investment portfolio. 


h. Also in 1979, NAFAS was tasked with responsibility of implementing 
an automated bank reconciliation for the Touch Pay System payroll bank 
account. This system, implementad in february 1980, is achieving a much 
desired cash control etement and was accomplisned without additional 
staff. At this time, NAFAS assumed responsibility for coordination of 
all Touch Pay System payroll natters. The system, wnich serves 20,000 
amoloyees, was *ransferred from RSRS0 Treasure [sland and NAFAS assumed 
this responsibility without 2staolishment of additional staff. 

2. rom 1977 to sresent, the NAFAS has achieved a monetary recurring 
savings cf almost $1 million which continues to accrue to the Senerit of 
the Navy community each year. The WFAS has also achieved a significant 
expansion of its support miss*‘on over the years that has resulted in 

tore meaningful and Sroader financial management informaticn for individual 
NAFI activity managers and “he chain of command. Pernaos, of equal 

value are the elements of acnievement that significantly reduced ‘the 
workload of field booxkeeping staffs. Jue to the above acnievement and 

it day-to-day professional contacts with the field, YAFAS has srought 
asout a tucn imoroved tevel of credibility. 


3. The NAFAS nas made a contribution that has enhanced the quality of 
life in the Yavy and «ill continue to do so in years to come. This 
record of sustained suoerior serformance cculd not nave Seen acccmol ished 
without 2xceotional serformance of every member of the 'NAFAS Starf. 

This serformance has reflected jreat credit uoon “he 2ecreaticnal 
Servicas Jivision and is in xeeoping with ‘She nighest traditions of the 
Unized States ‘avy. 
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SeaCwepetgs, they are more efficient as a result of being con- 
sclidated on the station, with the efect that they may be greater than 
they were uncer the previous system. 

Mr. Dan Danrez. I believe that you all wers here this morning. 
You heard the remark with respect to the high administrative cost 
in the Air Fores, 


<p = snp ny Ram re dg pene 


Mr. Cosco. Y 
All accounting +5 _ dubs and stores ts centralized, 
and it is centralized under the Chief of Naval Personnel. Each activity 
prepares summary source accounting documents on a daily besis, end 
submits them to our Central Accounting Ontes, located at the Naval 
Air Station at Patuxent Erver, Md. That ofice keeps the detailed 
general ledgers forall of the clube and package stores Navy-wice and 
produces monthly financial statements and management mformsiion 
om & montaly bass. 
terms of personnel services, activities at the local level do most 
of their own personnel work, m terms of rating, position descriptions, 
records, and other ‘actions, 
oan over the last 2 years centralized the payroll fanction for 
mm a ew perl gree ctl cpt lh hl re 


pes br ewont taeeintnn Dacia toons’, oo sarttapetie 
our cen e have, therefors, en a systemstic 

iach oie foal ser in bookkeeping from that level 
to & Sub Metuakk: ow GnnvS alapeteatel -ecoaipnian, 


Mr, Daw Danret. i haut been tbe fouling co the part of the 
Socal eccmmanders that these functicns have been Se se 
Pam eee er ese memceisy, Se. coc, See ey, should probably be 

at 

Mr. Cosco. No, mr, Mr. Chairman. By and largs, I thmk they've 
applauded it, ance it its their local employees to periorm other 
funchons, sore of the functions ese re come 
jeated ; rally, yroll funetion is complicated. So I think 

t baarllly they Lave rot objected to the removal of that fametica. 
In fact, they've reacted favorably. 

Mr. Dax Da eg Cofer, do you have any followup questions? 


Mr. Corm. Y 

It caderianding from ee eee 
gine thee ores costs are ori basically free to your clubs. 
Fh os Say “uderetandi ee bas ca sant Have soremnant eT? 
your program retain oaly principal, re 
and is spreed to pay for these serrices. ; 

Is that true? 


Exnibit III-2. Extract from Congressional Hearings Before 


the NAF Panel of the House Armed Services 
Committee 


eye 


opinions expressed bv the author's fellow students at the 
Naval Postgraduate School who, based on their prior expe- 
riences with NAF accounting and banking procedures, verbally 
alleged that: 

1. Centralized accounting and banking procedures cause 
duplicate accounting and bookkeeping to be performed by field 
activity personnel due to unacceptable time delays which 
@ecur between the activity's submission of accounting source 
Gocuments at the end of each month and the physical receipt 
ef monthly financial statements from NAFAS. Field activity 
Managers cannot afford to wait until the middle or end of 
each month to determine how their activity performed during 
the preceding accounting month, particularly when they are 
required to brief their immediate superiors on the financial 
Status of their activity immediately following the end of 
meen accounting month. Accordingly, they find it necessary 
to parallel the efforts of the Nonappropriated Fund Account- 
ing System Section (NAFAS) by preparing their own "in-house" 
accounting reports and financial analyses in order to keep 
Closely abreast of developing trends within their activity 
and to satisfy the information requirements of their 
Superiors. 

2. Because of their reguirements to locally prepare 
Bem-house” facsimiles of NAFAS accounting reports, field 


activity managers derive little or no practical value from 


the monthly financial statements which are provided to them. 
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The financial statements which are prepared by NAFAS provide 
little in the way of new or enlightened financial management 
information. 

3. Centralized accounting and banking procedures are 
especially frustrating to overseas activities due to mail 
delays and/or to activities which are not conveniently 
Meeated near a local banking facility. 

4, When occurring, errors in the Mess Central Account- 
ing System (MCAS) and Recreation Central Accounting System 
(RCAS) statements take a eng “Bime to correct (e.g., several 
accounting periods). 

>. Because of inadequate training support and technical 
documentation, many local commanders and field activity man- 
agers do not fully understand nor make use of all of the 
financial management information which is provided to them by 
NAFAS on a monthly basis. This is especially true of the 
comparative analysis section of the MCAS operating statements. 

Exhibit III-l was provided to the author by the Director 
of NAFAS who, when subsequently queried, candidly admitted 
that no known, formal field survey had ever been conducted 
to statistically support many of the positive claims which 
had been made concerning centralized accounting and banking 
Procedures, including those related to reductions in work- 
Beading at the field activity level. The Director further 
agreed that a formal, worldwide field survey might prove 


Valuable in determining the extent to which problems such 





as those identified by the author's classmates exist among 
the 695 participating activities of the MCAS and RCAS. 

Following substantial research, the questionnaire shown 
in Exhibit III-3 was constructed by the author with the assist- 
ance of the Director of NAFAS, fellow students, and the 
Recreation Director of the Naval Postgraduate School. It was 
nen forwarded to all 695 participants of the MCAS and RCAS 
for the expressed purpose of justifying, to the maximum extent 
possible, the positive or negative impact which currently 
Sx2sting NAF accounting, banking, and payroll (which was 
added to the survey) systems have actually had on field 
activity managers and bookkeepers. 

The questions posed in the author's questionnaire were 
selected from a much larger pool of questions and were 
ppecifically designed to assist in assessing both the 
efficiency and effectiveness of centralized accounting, bank- 
ing, and payroll procedures from the perspective of field 
activity managers. In assessing efficiency, timeliness and 
accuracy were considered to be the most important measure-~ 
ments based on the author's readings of several management 
Mexts. Accordingly, questions one, two, and eight specif- 
ically address these elements. All other questions contained 
in Exhibit III-3 are directly keyed to: 

1. Assessing the effectiveness with which the financial 
management information and guidance provided by NAFAS have 


assisted field activity managers in planning and managing 
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Questionnaire 





AG@IVETY DATA 




















feemeame/LOCe= ion of Reporting Activity: 

2. Name cf Actavity Manager: 

Bomex yGo Ma-e'ne of Activity Manager: 

S. hone New Autoven: _ Commerc. ai: 

5. “Wiber of Years You Have served as Activity Manager: 

S. summary Of Your Previcus Educational and Professional Training 
Pxee@> sences in Fimancial Management:(e.g. degrees, formal training 
and previous assignments) 

Meme onvouNccsc cS 2 SUm@mery OF she results of this survey? Yes Mo 





Sue JUESTIONS 





ley a. On £@e) averazce, within now many days following Ehe end of each 
SoeeGUn OMe serlod ame accounting scurce documents placed into 
GR Wisi Tor forwarding <c NAFAS? DAYS 
Pew emacs Lic crimery causes for delays in the mailing of 
aGecowm-.ne source documents? (olease Sriefly comment) 











eo temo ecae], NOWM@eany cays Zollowing the end of each account- 
eee sO Ncoes.- agaxe For 4CAS/2CAS accounting reports to 
Seach you actaviry? 2A25 
ees ee ous evire: <co Mest wich you Commanding officer or 
mediate superior following the end of each accounting 
Bemeede =o eee. che financia. status of you activity? 
Ceircie sne) 
Sees 
2 yee 


Eoreore Lii—-3., Questionnaire 
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7, & 


pemelo eyes, dorroximately how soon after the end of the account 
ing period do these meetings take place? DAYS 
EVMpREERO Gea cer tne end of each accounting period, please 
ate how frecuently you meet with your Commanding Officer 
Oremmmediate superior to discuss the financial status 
7 mt 


eee activity : 


Bert Lil-3. 


TGS 








4 To what extent have delays in the receipt of MCAS/R&CAS reports 
diminished scheir usefuiness as a financial management tool? 
Cesrele ore) 
aes oS are extremely useful cescite delays. 
Bee secueness of -eports is Dartialiy diminished. 
Gem se ness Of reverts 1s greatly diminished. 
qd, eses0r=s are vrendewed totally useless. 

P@ease 3riefly Amplicty: 

5 Bomeelays in the receipt of MCAS/RCAS printouts necessitate 
Beet teona. account:nzg/sookkeeping efforts which could te 
e@@rminated sy ~heir more timely delivery? (circle one) 

2. 2es 
a) iO 
Posase Srierly Amplify: 

S Memeeveesesu o> Your <nOowledze, has MCAS/RCAS reduced the 
administrative requirements for financial bookkeeping within 
VOUewaerivicy? (circle one) 

a. Fas greatly redcucec oreviously existing bookkeeping 
Pee eserencs. Coy <S% or greater) 

See aoa se aley reciced srevious DSookkeeping requirements. 
Cavesegs =1an 25%) 

Se Ouveee Le Cliahzo [rom previcus requirements. 

Gee te ee sesSe= Sookxeeping recuirements. 

Bee ee ewet4-s Woe SSrtainty che erfects which MCAS/ 
Peeoer2y2 oad on SOoc<xGening requirements. 

’ Bape oon Be Per RSrmentaticn of “MTAS/PCAS reduced the number 
Ss) >ersonnek assigned tc accounting functions at your 
deel 2cy: Comec Ss one) 

as 25 
a 
eae? Sule 


(cone a) 





approximetely Now many man-hours per day or 


9 
s have been eliminated? MA w= alias 
Sioa. So 











3. Bemeeen e457 SCAG accounting reports accurate? (circle one) 
auevercudlly no errors. 
Db. ee@eesiconeal errors. 
Gvebheeouenc efrors. 


See Noa = MouULC YOu atcribut2 the most common cause 
aC x 














Som wnat ex-sn. GO MCAS/RCAS srintouts assist you in the 
Bigencial penning and management of you activity? ae one) 
a. inbormation srovided Ss eee, Dae sca «aac saat 
ore oval hs te and Meaning one onances Gf chis Vee 
5. Enfomsiation provided is of limited Sraceical ee 
Sapomenhanae amc Nenaging the findnces of tnis activity. 
¢. information provided woeeopelite.e OF no practical 
value in planning and managing the finances of this 
Gea. Vvicy, 
Meese ee oe ely Amplicty: 

Meee tee Crs, 7 oaAS reDcrts or secticns thereof do you consider 
Bee ete 24aoe HOrciwnile? (Please comment. If all are 
MOr@tAamele, 3s state.) 

RS ee eo ins S0ivyency Section of the MCAS 3alance Sheet 

ama vcom@eecat: Ve Andlysis tection oF che Joerations State- 
Meee ee menaceren| 2501s? OHEAS sarticicants cnly) (circle one) 
2S 
See Oo 
See Fo saa-e WY or way act: 
ee Le aeecisecer =e 52.5 sufficiency infornation srovided 
EW Beas =o se a asetul financial nanagement ool? (Pecreation 
Manmeaeers oniy) (circle one) a. Yes 
eo 


Meagod tc  Lit=3. (cont'd) 


ei, 





B. Srieely stase why or way noe: 











2 eee ee aoe ete Secei at of MCAS/RCAS reports, whate are 
Beweeeencae—s. Mo US mas. Ons Wich respect =o the Centralized 
Pecoun@tmae = Seen 2a whtcn you are Currently participating? 

Le 

de eave eee oe 7 eeea! si Zed/concentration banking services cur- 

renily coordinatec Sy NAFAS recuced acministrative work- 
Pee eeeceaeeyour accivity? (circle one) 
a ese wOrkLoec ng nas Deen recuced. 
Se Memseen cant’ change in worxhoacing. 
@. tWere Hesmdecn an zncrease tn acministrative workloading. 
d. Met sure. 

be eit Yes, Sy approxm@mate.y what ver centage amount? °5 

peepee Yes, oe ease Cite scme cf the improvements which have 
Deen made: 

is Poser eco ence BMB.ementaticn of centralized Danking pro- 

Se@e es, NOW Grequen<ly were local Dank accounts reconciled 
Po yvousaetavi-y? (circle one) 

a. Men taly 

Hoeess CfeSn than nontn 

2. “ever 

a.9NCz sure 

ieee em you serspective, what are the greatest deficiencies and/or 
SMG eS = tens oSSOClatec with centralized banxing srocedures? 
(slease comment) 





Exhibit III-3. (cone d) 
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a — 

















metry) cm@es couch Pay” sayroll system is installed at your activity. 
SO what extent has it eased the clerical burdens of payroll 
accounezing? 

a. Has greatly reduced the clerical burdens associated 
Meet eoaveor! accounting. (25% or greater) 
Dee scsi en chy re@icec che clerical burdens of 
payroll Seceunesne.(less than 25%) 
pe eee —asced ere clerical burdens of payroll 
accounting. 
aeeeoe sure. 

13. Would you agree that the "Touch Pay" system has greatly 
veduced accounting efforts previously associated with 
year-and W-4 form orevaraticn? (circle one) 

an 16S 
Deno 
C.MWot s 

13. 3as the “Touch Pay” system significantly reduced «he accounting 
BSWemaemiaes- -acive problems formerly experienced in complyirg 
wee tereowic baw 32332 and OOD wage solicy zuidelines? 

(circle one) a. Yes 
Sarto 
GC. oc Sure 

Mme cs ir Ou> Sersceccive, what are the zreatest deficiencies 
and frustrations associated with "Toucn Pay" payroll 
accounting? (Please comment. If no deficiencies, so state.) 

~ 

Pee JOU Scoot cer era>ning suppors anc technical documentation 
po eee ay on Orma. CCUrses anc assist visits, training 
Bema s ack. 2b. OnS, NOsices etc.) provided by NAFAS and 
MORO eS 2emrully adequate with resoect =o centralized 
eee S22, laneing, anc sayrol. srocedures?(circle one) 

a.fes 
> MO 
Meena) cCommer.. 25 EO “any zhey are not fully adequate: 
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ae as: F2om you berssective as a field activity manager, to 
wMat extent have <he centralized accounting, Sanking, 
and Dayro!! serwices provided by NAFAS contributed to 
S2peckesaceed from nanagement flexibility within your 
aemeweky. (circle sone) 
Se Ser Voces Nave Slzeniticantly contributed 
eaemanagemen. Tiexidbility. 
Dee anagemen:c FClexibiiicy nas slightiy increased. 
¢. Management Flexibility has been slightly reduced 
Grp enecenen. .lexidbality nas been greatly reduced. 
Bb. Gn What soecific ways has management flexibility been 
aitered? (Please Comment) 
Geo VOummem cve Khet you would be better off ir decentral- 
fed acccuncéine, Sanking, or vayroll services were 
Wet aseltucedwat you command? (slease explicitly comment) 
Pomme c- vely =%4 cancicly speaking, =o what @xtent ao you 
Sees eranyocursek> 2s Se Eechnically x<nowlecgeable in <he . 
Pollewene ares 


2,0eae cverali M2SS=0n Bete ge 5 se =0alS Of JATAS? (Gerneite 
ae eneesuealy <ncwle@geable. . 
Bs SSace ly <2 owledzeabie. 
Sc. Jagwely familiar. 
3. Quite irankly, my xnewledge of ‘APAS US 21m 2e4 Bae 
general Famitiaricy mith only those services chat 
Me os ce - Ga ay Serviorms on Sehail of this acti 
Be 2 Ss Oen yy Seh2nd 2n2 aollar Senefits ferived from 
@eGe-eee442. 5) ceneing srocecures”. (circle one) 
Seco oie. / “~nowlecceasie. 
~ Tat nt: vray acqvaat co 
Je sean nef WUWwW.Slezear.e 
Se eel Sanh ar 
eo ee lee ey NS weegze oF tne srcs and cons of 
ewe one saial se Services 1S Gulte Limited. 
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Eo. 
Cup etemon= osophy behind and financial basis for the Navy's 
Beqaeoreert--ea Fund central investment Portfolio? 
(circle cne) 
A. Werorousn., <nowledgeabdle. 
b. Fairly knowledgeable. 
GC. Vaguely familiar. 
See ea tee 2Ort2oe oO exists, Sut not much else 
aisoue yl. 
@,). ame HoOtn unaware of the existence of the vortfoiio 
Aneeenes  inanGial basis for it 
Sereda eee. 21d you Darticioate in or consider yourself 
Pee edgeaqnle 2n =ne Jeceqdtral:zed accounting, banking, and 
Bay>ol@ srocecures which existed srior their centralization 
by NAFAS? (Please Comment) 
4. TReCOun caine : 
D. Bane. oc: 
eee yO 2: 
Mey eo Ohne. are currenciy assigned to the following 
Seeee ons AZtnan Your accivity? 
accounting: PERSONNE - 
Ss. Banking PERSONNEL 
ea ay So... PS RSOMIE L 
ee ee ee ee ak sew icrm abi cr nore than one of 
.@aoccueamme ec orc? (Please Teeirent) 
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their operations. (Questions three, four, nine, eleven, 
twelve, twenty-one, and twenty-three.) 

2. Assessing the effectiveness with which centralized 
accounting and banking services have contributed to reduc- 
tions in personnel and administrative overhead at the field 
activity level. (Questions five, six, seven, and fourteen.) 

3. Assessing the effectiveness of the "Touch Pay" pay- 
roll accounting system. (Questions seventeen, eighteen, and 
nineteen. ) 

4. Assessing the extent to which existing accounting, 
banking, and payroll procedures contribute to or exhibit 
management flexibility at the field activity level. (Ques- 
tion twenty-two.) 

mee Providing a forum for the identification of any and 
all unforeseen problems which field activity managers might 
be experiencing in conjunction with centralized accounting, 
Banking and payroll orocedures. (Questions ten, thirteen, 
sixteen, twenty, and all other sections within the question- 
naire for which provisions were made for narrative, amplify- 
ing remarks.) 

Mee ACtivity Data Section of Exhibit III-~-3 and question 
twenty-four were consciously included in the author's ques- 
tionnaire in an attempt to gain insights into the background 
and relative experience levels of those field activity man- 
agers who elected to participate in the author's survey. 


Special concern was given to determining the number of 
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respondees who were either Knowledgeable in or who had 
directly participated in the NAF accounting, banking, and pay- 


roll systems which were utilized prior to the implementation 


| of currently existing systems by NAFAS. 


— 


Question fifteen is unique among the other questions 
which were posed by the author's survey. As explained in 
meetion C of this chapter, it is used to highlight some of 
the methodological weaknesses that are inherent in any statis- 
mecal survey of the magnitude undertaken by the author. 

Subsequent sections of this chapter are exclusively ded- 
meated to presenting and analyzing the data, information, and 
opinions which were expressed in field activity responses to 
the author's questionnaire. In Section B, data are presented 
for those questions in which field activity managers were 
asked to select between a limited number of pro forma res- 
ponses that were made avallable to them by the author. [In 
Section C, the data contained in Section B are subjected to 
a variety of analytical techniques, including quantitative, 
Statistical methods. Lastly, in Section D, a subjective 
analysis is applied to field activity responses to free form 
Questions which were posed by the author and the narrative, 
amplifying remarks sections of the formatted responses which 


were previously reviewed in Sections B and C. 


B. DATA PRESENTATION 
The purpose of this section is to aggregate and display 


field activity responses to pro forma questions in which 
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participating managers were forced to select between a 
limited number of answers that were provided by the author. 
A total of 217 persons representing 277 field activities 
participated in the survey. The 277 activities that were 
represented in the survey consisted of the following: 


im MCAS Activities 


Navy Messes 2 
Consolidated Package Stores (CPSs) 40 
Bachelor Officers' Quarters (BOQs) 35 
Sepnerd! @ceeunting Offices (CAOs) “a 

196 

me. RCAS Activities ee 
Total MCAS and RCAS Activities 2a 


Deriving the above totals was complicated by the follow- 
mag conditions: 

1. At many installations, a single individual is 
responsible for managing more than one activity (e.g., two 
Or more Messes), which contributed to the disparity between 
the number of individuals actually participating in the 
Survey and the number of activities which were represented. 

2. In other instances, local Department Heads at report- 
ing installations elected to consolidate inputs from their 
Subordinate MWR activity managers and submit a single response. 
Fortunately, the number and types of activities for which 
responses were being consolidated were, in all cases, sum- 


Marized in the completed survey. 
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fee tOtal Of Nine central accounting offices (CAOs) 
Meaxticipated in the survey. Again, central HeCcOUnELNG lor Eilce 
Managers differentiated as to whether or not they were sub- 
mitting a single response representing only their own views 
Or a consolidated response representing the views of the 
activities for which they have accounting responsibility. [In 
cases where only their own views were represented, one MCAS 
and one RCAS activity were credited to the above totals when 
answers were provided for both the MCAS and RCAS systems. 

The data contained in this section are based on the 
number of activities which were represented in the survey and 
not the number of field activity managers who submitted res- 
ponses on their behalf. For example, in instances where a 
Single field activity manager provided responses on behalf 
of three activities under his or her cognizance (e.g., three 
Messes), the same response was recorded three separate times 
as if it had been submitted by three separate managers. This 
approach was necessitated by the fact that the statistical 
analysis which is undertaken in the following section of this 
Meepter is based on the total population of all activities 
and not the number of field activity managers within the MCAS 
and RCAS svstems. 

Another observable feature of the data is that, whether 
by accident or through their own choosing, responding activ- 
Meies frecuently completed most, but not all, of the questions 


that were vosed in the survey. In some instances, the 
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responding individual consciously decided not to answer the 
questions by indicating "not applicable" on the questionnaire 
even though the question was highly applicable to his or her 
activity. For whatever the reasons, combined MCAS and RCAS 
responses to individual questions ranged from a high of 275 
to a disappointing low of 137 (for question number twenty- 
two) and no single question was answered by all 277 activ- 
Memes that were represented in the survey. Accordingly, the 
base upon which percentage figures are computed in the exhib- 
mes that follow varies from exhibit to exhibit due to the 
differing number of field activity responses that were pro- 
vided for each question. 

To eer cate their review, Exhibit III-4 contains an 
exhibit summary which crossreferences each subsequent exhibit 
within this section to the applicable question within the 
author's survey from which corresponding data were aggregated. 
It should also be noted that, for certain questions, the 


responses of MCAS and RCAS activities are presented separately. 


S QUANTITATIVE ANALYSIS OF STRUCTURED RESEARCH 
The purpose of this section is to quantify and analyze 
the data which were presented in the preceding section of 
Bais chapter. A variety of analytical techniques are employed 
in attempting to draw conclusions about the following areas 


@: concern: 
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ACCOUNTING PERIOD TO REPORT TUE SOIUANCIAL STATUS 

OF fEsA Deo g it) . ce. goo cb cceecesscecece coe s ep question Hr.3 
DPACT OF DELAYS CH USEFULNESS CF MCAS REPORTS....question Nred 
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GSENTATION PROVICED TO 2CaS aCTIVITIas SY YARAS 
AliD IE NN sia eter 5 dines 00 60 0006s 00s oo eUlOSviL0n ec. 


ADEQUACY OF TRALIING SUPPORT aND TSCHNICAL DOC- 
UMEMEATION PROVILED TO HCAS AND 2045 ACTIVITIES 
aa ASAS AD Mere asin © calnocccccccsececescosooceueseicn Brecl 


SXT=T TO WHICH “CAS AND 2CaS TIeLD ACTIVITY 

MANAGERS CONSIDER TEEMSELVES TO 35 TECHNICALLY 

MICWLE0GEaBLs DY Tae OVERALL iC0SSICH auD GOALS 

OF Ar Bitate ales a aiaie cc bnicacisiesieb es eebceceeecseccesics eucetllon liteZ3 


SATSNT TO WHICH MCAS AND 2CaS FIELD ACTIVITZ 

MAMAGERS CONSIDER TUEMSELVES aiCwhLebGaaals Li Tas 

PETLOSOFESY SEECID AD DOLLAR SENESTITS DERIVED 

PROM CONCENTRATION BANKICIG PROCEDURES. .ccccccccce question Hrec5 


axtem: TO WHICH MCAS AND 2CAS Fie) ACTIVITY 

MAMAGSRS CONSIDER THEMSELVES SSCWLEDGEABLS Li 

TSS FSTLOSOPSY SEHD AND FUIANCIAL 3aSIS sR 

TSS YAVT'S WOMAPPROPRIATED SUMD CEINTRAL LiVEST= 

MYT TO gains conc ccc ccc coset ccececccseescooecquestlon uteco 


‘“HETUER CR NOT DELAYS CI MCAS. PROITOUTS CAUSE 
ADDITIONAL ACCOUNTING/BOCKXEEPING SFFORTSeccccccsecuiestion rte 5 
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WHETHER OR NOT DELAYS IN RCAS PRINTOUTS CAUSE 
ADDITIONAL ACCOUNT ING/SCOKKEEPING EFFORTS.........-Question Ur. 5 


WHSTHER CR NOT DELAYS IN MCAS AND RCAS PRIDTOUTS 
CAUSE ADDITIONAL ACCOUNTING/BOOKXSEPING =FFORTS....Question ir. 5 


. SRTEST TO wHICH MCaS HAS REDUCED LOCAL BOOK- 


RESP ING BI ED ine cawicccccccccccesccccccccccccentiestion Ure 6 


SXTEME TO WHICH RCAS HAS REDUCED LOCAL S00K~ 
RESP IMG PEIN. nico sce ccececececccecceoscoe~ Question Ure 6 


SXTEM? TO WHICH MCAS AND RCAS HAVE RSDUCED LOCAL 
OOMHEMEY THRE HEQUINMMINTS . ow ccc cc ccccceccccccsese. question Er. 6 


WESTEER OR NCT THS IMPLEMENTATICN OF MCss HAS RE 
DUCED THES *JUMBER OF ACCOUNTING PERSONNEL aT TUS 
LocaL NN cians celal etiaisinlaatc ec s 660 oss eo 6s eee cee eelOStLlcn Mes T 


WHETHER OR NCT TSa IMPLEMEMLATICN OF 2CaAS HAS EH 
DUCED THE YUMEER OF ACCOUNTING TERSCMHEL AT THE 
LOCAL Evrae g aivricigialilss 6 0006ceese 666e0es6eecee« cueStion a. a 


WEETSER CR NOT TEs DOLEUTATICN OF MCAS AND RCAS 
Eaves afDUCcD THE NUMSER OF ACCCUNTING PERSONNEL at 
TS IQCAL MENT . uilalscue kc « 6c osue Stee seccocevecoesntestion ae T 


SIPACT OF CENTRALIZED/CONCENTRATION BANKING Sma- 
TICES ON TEE AMCMISTRATIVS WORKLCADIG OF MOAS 
STE. Te”. . gg cleo co Oks dks we ecccccscdsscococec question 6 Ly 


IMPACT OF CENTRALIZED/CONCENTRATION BANKING SER~ 
TICES CH ADMEUISTRATIVE WORKLOADING OF 2Cas 
bn "7". a" 4 | oc ccccece ces coe oct coscessooosseavlestL.on irelA 


COMBINED IMPACT OF CENTRALIZED/CONCENTRATICN 
BANKS SERVICES CM THs ADMDYISTRATIVE WORKLOAD 
OF Cas AND RCaAS AG DLW Lis cs Pee Caseaedaceee se ee euUesvion arel4 


SXUEMNE TO WHICH THE TCUCH~PAY PATROLL ACCOUNTIEG 


SYSTEM BAS ZASED TSS CLERICAL SURDENS OF PATROLL 
ACCOUNTING. AMCIG MCAS AND RCAS ACTIVITIES..0ce.eeeeQuestion Nr.l7 
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TIT—0 WESTEER OR NOT THE TOUCH=PAY PAYROLL ACCOUNTING 


TI—45 


Iit=45 


STSTES SAS GREATLY REDUCED ACCOUNTING EFFORTS 
ASSOCIATED WITH YEAR“aND Wee SORM FREPARATICN......Question 3r.18 


WHETEER OR NOT TSE TCUCH-PAY PAYROLL ACCOUNTING 
SYSTEM-EAS SIGNIFICANTLY REDUCED THS accourrnos/ 
ADADTISTRATIVE BURDENS OF PUBLIC Law 92392/ DoD 

@AGE POLICY OTIS 0 occ ccccccsccesccccscccéeecs onuestion Nrel9 


EXTENT TO WHICH CENTRALIZED ACCOUNTING, RANTING, 

AND PAYROLL SERVICES PROVIDED EE NAFAS HAVE CON 

TRIBUTED TO / DETRACTED PROM THE MANAGEMENT 

TLALISILITY OF MCAS Gece coccocccece ceeceec. SUCSELG Merec2 


EXTENT TO wHICE CENTRALIZED ACCOUNTING, BANKING, 

AND PAYROLL SERVICES PROVIDED SY NaFAS SAVE CON] 

TRISUTED TO/DSTRACTED FROM THE MANAGEMENT 

PIMRLSTEITY OF ROSS ACTIVITIES... 2... ccccccceccscese.Qummstion Sr.22 


EXTENT TO WHICH CENTRALIZED, ACCCUNTING, BANZUIC, 
AND PAYROLL SERVICES PROVIDED BY NAFAS ZAVS CON- 

TRIBUTED TO/DETRACTED FROM MANAGEMENT FLEXIBILITY 

CF MCAS AD 2Cas WEEE IS 6 ccc cccceececceoceceeces «question atece 


FREQUENCY CF BANK RECCHCILIATIONS FRIOR TO THE 
IMPLEMENTATION CF CENTRALIZED BANKIOUG FRCCEDURES...Questicn tir.22 
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‘ ACCURACY OF MCAS ACCOUNTING REPORTS 


Toval Number of Activities for Which Responses Were Submitted: 
Breakdown of responses: NR 


TSIM TER ClO T Swe cccccccocccesceccscosoeceoes Las 
Be Occasicnal COT Re mee eee eeeeees SCeeeesseeeeeerseseeee 67 


Sc. rrequent CLTOTS eeccccesceseesceeesereseeseererrsecre 5 
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Exhibit III-9. Accuracy of MCAS Accounting Reports 
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Total Number of Activities for Which Responses Were Submitted: 
Breakiown of Responses: 


= 


Mee VEECUSLILY BO CITOTS cc cccecscccccccccscccscvccsveses 
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Exhibit III-10. Accuracy of RCAS Accounting Reports 
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COMBINED ACCURACY OF MCAS/RCAS ACCOUNTING REPORTS 


Total Inmber of Activities for which Responses ‘ere Submitted: 272 
Breakdown of Responses: TR 


ee OU yD STOTS .« ccc cc ccc cc ccccceccoccccccsee L100 62.5 
Be Occasional SCH 6 COO SSC SOSSEOOHOSCESOSCSEESOOEOCES OEE OESOO 04 34.6 


ie, UR WOT, ce ccc cc ccc cccccsscccsescoeseoes SB Zoe 
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Meme bit III-ll. Combined Accuracy of MCAS and RCAS Accounting 
Reports 
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REQUIRSHENT FOR MCaS AND RCAS FIcLD ACTIVITY MANAGERS TO MEET WITH THEIR 


COMMANDING OFFICER OR IMMEDIATS SUPERIOR FOLLOWIGG THE END OF EACH ACCOUNT 


ISG PERIOD TO REPORT THs FINANCIAL SLATUS OF THEIR ACTIVITY 


Total Number of Activities for Which Responses Were Submitte 
Breakidowmm of Respenses: = - 











Ae i ie tits tcinwee ceeece bbe eC CeO COCO COC OLD 5746 
3. eect a ite SSIS SESH b SS sie SSCCCSESe ec ccc ccc ccccooc Lh 42,4 


PMR HEUENGI’. /oaig olklSib' o1SUSAIs'* ¢ 06010 + vlewececececoesecesoo?o 100.0 





Exhibit III-12. Requirement for MCAS and RCAS Field 
Activity Managers to Meet with Their Com- 
manding Officer or Immediate Superior 
Following the End of Each Accounting 


Period to Report the Financial Status GE 
Thajr AcHEILYV1LE* : 


Eos 





Potal Mumber of Activities for Which Responses Were Submitted: 
Breakdown of Responses: NR 


Ae Reports are extremely useful despite delays.....e..l07 


Be Usefulness of revorts is partially diminished...... 57 
C. Usefulness of revorts is greatly diminished...cccce. 22 


D. Reports are rencered vovally ISO Veco. 6666s sb eeeee 5 
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Exhibit III-13. Impact on Delays on Usefulness of MCAS 
Reports 
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IMPACT OF DELAYS ON USEFULNESS OF RCAS REPORTS 


Total Number of Activities for Which Responses Were Submitted: 79 
Breakdown of Responses: HR & 


A. Reports are extremely useful despite delaySe...ceoee-4i 51.9 
B, Usefulness of reports is partially diminished.......29 36.7 


C. Usefulness of reports is greatly diminished..ccccoee 8 Wel 


De. Reports are rendered totally uselesseccccccccceccecs 1 Led 


RE callincnstl linens Sine croee enre v0 000 Sue see ccceseeeesevooseoe ls 100.0 





Exhibit III-14. Impact on Delays on Usefulness of RCAS 
Reports 
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B 31.% A 54.8% 


as 1. 


COMBINED IMPACP OF DELAYS ON USEFULNESS OF MCAS/RCAS REPORTS 


Total Mumber of Activities for Which Responses Were Submitted: 270 
Breakdown of Responses: NR % 


Ae Reports are extremely useful despite delays......-e148 54.8 


Be Usefulness of reports is partially diminished...... 86 31.9 


C. Usefulness of reports is greatly diminished........ WD liel 


De. Reports are rendered totally uselesS..cccerccccceee 8 2e2 
ee IOS. nl SCS ielalc o SU 'v'c 0c didle 08% 00 chee ces seeoveeel 10 100.0 





Behibit III-15. Combined Impact of Delays on Usefulness of 
MCAS and RCAS Reports 
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EXTENT TO WHICH MCAS PRINTOUTS ASSIST Ti FINANCIAL PLANNING AND MAMAGEMEM? 


Total Number of Activities for which Responses Were Submitted: 182 
Breakiown of Responses: m & 
A. Information provided-is highly practical and use- 
ful in planning and managing the finances of this 


eae Va! crannies cicigislalSte SSS is Sis'e © eo e oesossececccococcoc eel 
B. Information provided is of limited practical value 
in planning and managing the finances of this 
NT WENGE Widllivls slo ce clos sce Seccccoceceecosocoes ee2e2ee@ 51 28.0 


C. Informaticn provided is of little or no practical 
value ia plaming and managing the finances of this 
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Exhibit III-16. Extent to Which MCAS Printouts Assist in 
Financial Planning and Management 
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EATER? TO WHICE RCAS PRIVTOUTS ASSIST IN FINANCIAL PLANNING AND MANAGEMENT 





Toval Number of Activities for Which Responses Were Sumitted: 77 
Breakdown of Responses; WR 8% 








A. Information provided is highly practical and use= 
ful in planning end menaging the finances of this 


Oe ae ae er ba 6 tiNe sc oceceele 









Taformmation provided is of limited practical value 
in planning and managing the finances of this 


RE ME ITIP T IT aici cls 6 cle Gieioiele cos cesesccccocecscccesoie 








Information provided is of little or no practical 
value in planning and mamaging the finances of this 


Gee IF icec co cles ccc cee ccc eeeecesceecsseneeeesooseos Tf Gol 








vee te Sicinlainininioinieisslesles@ceic coc ees cecccoccoeseessoes e182 100,0 





Mentbit IfI-17. Extent to Which RCAS Printouts Assist in 
Financial Planning and Management 
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COMBINED EXTENT TO wHICH MCAS & RCAS PRINTOUTS ASSIST IV FOVANCIAL 
PLANNING AND MANAGEMENT 













Total Mumber oz Activities for Which Responses Were Submitted: 259 
Breakdown of Responses: mm 


Ae information orovided is highly practical and use=- 

ful in vlamming anc managing the finances of this 

ree Rees ies Ri uae ein aieis Sedloe Cocco sooccoecoee-All] 64.5 
B. information provided is of limited practical value 

in planning and mamaging the finances of this 

BS CTE EY Sree bee ore w bre 6 6 010 6 0 0 0000 00 COCO COO Ce Cee eeeores 63 2409 
C. Infommation provided is of little or no practical 

value in planning and mamaging the finances of this 


ACTIVITY cccee PSO FC HOSOOHHHEOHHHE HHH HHEHHHOHSHDSEOHE HEHEHE SSCO 2 eee 


mn reaNNNN 1.151, siylsietdin ow ob cede eseececeoeseocessecoeeeelng 100.0 


Exhibit III-18. Combined Extent to Which MCAS and RCAS 
Printouts Assist in Financial Planning 
anc Management 
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USEFULNESS OF TEE FUND SOLVENCY SECTION OF THE MCAS BALANCE SHEET AND THE © 
COMPARATIVE ANALYSIS SECTION OF THE MCAS OPERATIONS STATEMENT 






Total Number of Activities for which Responses Were Submitted: 168 
Breaktiown of Responses: : aR & 





Ae YeSee ad pose eee eseceooecocooceoceenesodwnd 6262 









D108 


Be TO 00 0 0000000000000 5000000000600 006 000 0SCCCOOEEDOOE Ti 


Total eels 
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Exhibit III-19. Usefulness of the Fund Solvency Section of 
the MCAS Balance Sheet and the Comparative 
Analysis Section of the MCAS Operations 

statement 
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USEFULNESS OF SELF-SUFFICISNCY INFORMATION PROVIDED BY RCAS 


Total Inmber of Activities for Which Responses Were Submitted: 980 
Breekdown of Responses: 


m 2 


Ae cnn coo 000000 el oescbcoeeeoocooeooeel) 
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@enadit Ili-20. 


Usefulness of the Self-Sufficiency 
Information Provided by RCAS 
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ADEQUACY OF TRATNING SUPPORT AND TECHNICAL DOCUMENTATION PROVIDED TO 
MCAS ACTIVITIES SY MAFAS AND NAVCOMPT 


Total Mumber of Activities for Which Responses Were Submitted: 
Breakdown of Respomsess . wR _&@ 


de CPTI 6 oe 6 oH sso coer oeowsrsevoseovooowel55 
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Exhibi aN cs d Technical 

Mxhibit IfI-21. Adequacy of Training Support an echni 
Documentation Provided to MCAS Activities 
by NAFAS and NAVCOMPT 
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B 16.% 


A 83.1% 


ADEQUACY OF TRADNING SUPPORT AND TSCENICAL DOCUMENTATION PROVIDED TO 


RCAS ACTIVITIES SY NARAS AND NAYCOMPT 


Total Humber of Activities for Which Responses Were Sutmit 
Breakdown of Responses: . 


Ae SE tie, 5 grain ce 0000 eee oe Oe 


Bs eine axed cleivicis ose aul einen deseesscvoecocoveds 


anal CIELO Kinlas\s's's ee seen ees~ooswooews~oooooocccoel L 





i bi q Tecnica. 
Exhibit III-22. Adequacy of Training Support an 2cnnd 
Documentation Provided to PEAS. AGEL sELeS 


by NAFAS and NAVCOMPT 
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ADEQUACY OF TRALIDIG SUPPORT AND TECHNICAL DOCUMENTATION PROVIDED TO 


MCaS AND RCAS ACTIVITIaS EY NAFAS AND NAVCOMPP 


Total Number of activities for Which Responses Were Submitted: 
Breakdown of Responses: NR 


i. INET CCG, Sidio occ cccccocc cece cocveccocoesosoeensd 


Be NO ccccccccccccsccocccocs 2 OSHS OOOH DHOHHOESSODTHOHDHOOVOODOS 69 
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Exhibit III-23. Adequacy of Training Support and Technical 
Documentation Provided to MCAS and RCAS 
Activities by NAFAS and NAVCOMPT 
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SBXTENT TO WHICS MCAS AND CAS FIELD ACTIVITY -MANACERS CONSIDER THEMSELVES 


TO BE TSCENICALLY KNOWLEDGEABLE IN THE OVERALL MISSION AND GOALS OF NA&PFAS 


Total Number of Activities for Which Responses Were Submitted: 272 
Rreakdown of Responses; MR _2_ 


A. Thoroughly kmmowledgeable..cccccccccccccccveccccceelO> Fle9 


Be raizrly Knowledgeable ccocccccccccccccccccesecccocces 91 5304 


Ge JVaguely PEMD. 6 coc coc ccccecececceccceseceeececoe 19 Te0 


De Quite frenkly, my knowledge of NAFAS is limited to 
a general familiarity with only those services «hat 
NAFAS specifically performs on behalf of this 
ACTIV TV ccccccccccccccccccesescccccccccceseceeseeee 59 2lel 


eit tdi. <cie el dameweccocccocoossecoosoosocoscosocla 100.0 


Exhibit III-24. 


Extent to Which MCAS and RCAS Field Activity 
Managers Consider Themselves to be Technically 
Knowledgeable in the Overall Mission and Goals 
of NAFAS 
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P A 30.4% 


SXTENT TO WHICE MCAS AND RCAS FIELD ACTIVITY MANAGERS CONSIDER THEMSELVES 
ENO@LODGEABLS TY TES rotLOSOPHY BEYIND AND DOLLAR BENEFITS DERIVED FRON 


CONCENTRATION BANKING PROCEDURES 
Total Number of Activities for Which Responses Were Submitted: 275 
Breakdown of Responses: NR 


a, Thorougnly WEICWLIOEZCADLC co cccocvcccccecsesoooscocooe 35 Wot 
Be Fairly CPR REAL EC. cc ccccc cece ccoccccecscccecosecluo 33.8 
Cro Vaguely DOME LAT ec ccc cececccccscoceecooocceesoeooos 33 1309 


D. Frankly, my kmowledge of the pros and cons of con= 
centration banking services is quite limitedseccceoe 46 1669 


ane Mesa ta ala GISss 666606 Swes eco cococcceoecoocescoees | 100.0 


Exhibit III-25. Extent to Which MCAS and RCAS Field Activity 
Managers Consider Themselves Knowledgeable in 
the Philosophy Behind and Dollar Benefits 
Derived from Concentration Banking Procedures 
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D 16.9% 


A 18.1% 





BAlsa. TO WHICH MCAS AND RCAS FIELD ACTIVITY MANAGERS CONSIDER THEMSELVES 


KGOWLADGEABLS IN THS rHILOSOPHY BERIND AND rLNANCIAL BASIS FOR THES NAVI'S 
NONAPPROPRIATED FUND CENTRAL INVESTMENT POREFOLIO 


Fotal Number of Activities for Which Responses Were Submitted: 260 
Breakdown of Responses: m & 


A. Thoroughly knowledgeable scccccccccceccccccccccevcece 47 toe 
Be Fairly MNOWLERCZEADLE ce cccccccccccccccccccccccocesese a 2926 
Ce Vaguely MS me sesso coc ccc cc os ecccceseeeooosooore 42 1602 


D. I know that the portfolio exists, but not micn else 
about Pocumsicite cons o oe oe cee cee oc cee oe ercesecoeeecesere 44 16.9 


=. I am both wumaware of the existence of the portfolio 
gee se ecaa baeis fOr itsuucwwwiciseccesewmcmeanD0 1Iec 


Exhibit III-26. Extent to Which MCAS and RCAS Field Activity 
Managers Consider Themselves Knowledgeable in 
the Philosophy Behind and Financial Basis for 
the Navy's Nonappropriated Fund Central Invest~- 
mene Portrolio 
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DELAYS IN MCAS PRINTOUTS CAUSE ADDITIONAL ACCOUNTING/BOOKKERPING EFFORTS 


Total Nuwaber of Activities for Which Responses were Submitted: 195 
Breakdown of Responses: aR 


Ave REE cab oeec cece cee cece cece eeeeeeeceoeseceooce 60 30.8 


Be Puerrtl clilel, cidle'c 0.0 oclWWislecceccoocecsSeccocccoceeeeehe 69.2 


enNCTUIETUNcllile'- 5) yp ealsinidlecececeeeeeoecoeceeceesoreeels 100.0 





Exhidit III-27. Whether or Not Delays in MCAS Printouts 
Cause Additional Accounting/Booxkeeping Erforts 
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DELAYS IV RCAS PRINTOUTS CAUSE ADDITIONAL ACCOUNTING/BOOKKEEPING EFFORTS 


Total Number of Activities for Which Responses Were Submitted: & 
Breakdown of Responses: HR _% 


Ae WIE Ss oad wc ccc csccccocceseccccccocoooococeooece+ee tt 


Be Mces nr MNT 2 a. cla siecc eee eieeossseceeccocooscs40 Syicls 


Total. S@OPCOeeseoeeeoesee peeeuieels Suse 6006 0gsscesesosecoososonseo. 100.0 





Exhibit III-28. Whether or Not Delays in RCAS Printouts Cause 
Additional Accounting/Bookkeeping ifforts 
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DELAYS IN M&RCAS PROISTOUPS CAUSE ADDITIONAL ACCOUNTING/BOOKKEEPING EFFORTS 


Total Thuber of Activities for Which Responses Were Submitted: 275 
Breakdown of Responses: NR &% 


he aber terete lelerelolc’s olniatets sisierels SSS 's oc'cc Sele ec cece soccocce 94 Saae 


Se ialatalsisialciclelclslelclelsielelslele'elcle's oClocce cc cselscccccococcocelol 5.5 
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Mexnibit (11-29. Whether or Not Delays IWMCAS jad 8RCAS 
Peereoues Cause Additional Accountinc/ 
Bookkeeping Efforts 


25 



















SATENT TO wWHICd MCAS HAS REDUCED LOCAL BOOKKESPING REQUIREMENTS 


Total Number of Activities for Which Responses Were Submitted: 193 
Breakdown of Responses: RR & 






Ae Has greatly reduced previously existing book- 
keeping RECOM OS, ooo cece cece eecceccvcoeereesoee JO 


Be Has partially reduced previous bookkeeping 
DOCU A OMEN ES ccc ccc ccc ccc rcvccccccccccceccccecececsoole 2604 


C. Mo visible change from previous requirements..ccceeedd 23.8 
D. Has increased boakkweping requirementSecececcccecccectt Teo 


2. Camnot state with certainty the effects which MCAS 
has had on local bookkeeping reqtrirememtSecceccerer 44 2268 
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Pxhibit III-30. Extent to Which MCAS has Reduced Local 
Bookkeeping Requirements 
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EXTENT TO WEICH HCAS HAS REDUCED LOCAL BOOKKEEPING REQUIREXENTS 

















Towal Number of Activities for Which Responses Were Submitted: 
Breakdown of Responses: HR "5 






&. das greatly reduced previously existing book-= 
keeping PROMPTS obec co cccccescccccceseccoceses «o20 






3e Eas partially reduced previous bookkeeping 
PEAS Ceres secs cco cceccoc coc ccecec cscs ccececescesLe 


C. No visible change from previous requirements. ecceee old 


D. Has increased bookkeening reqnirements...cccccccecee & 





E. Cannot state with certainty the effects which RCAS 
has had on local bookkeeping requirementse..coceeee oO 


- 
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Exhibit III-3l1. Extent to Which RCAS has Reduced Local 
Bookkeeping Requirements 


27 





Total Number of Activities for Which Responses Were Submitted: 
Breakdown of Responses: HR 


A, Have greatly reduced previously existing boak 
KREDINE TEGUITEMENTS ccccccccccccccccccccevccecceccoes 53 


B. Have partially reduced previous bookkeeping 
Pg MNO US ono 0 ooo oH eee ce coves cocccccecoesscoces 69 


C. No visible change from previous requwirementSeccccos G1 2264 
D. Have increased bookkeeping requirements.ercccccceee 2 Te4 


BR. Cannot state with certainty the effects which MCAS 
and RGAS have had on local bookkeeping requirements 64 23.5 


ee. occ ose voces sesecceccocsessccesocia OO 20 





Exhibit III-32. Extent to Which MCAS and RCAS Have Reduced 
Local Bookkeeping Requirements 
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IMPLEMENTATION OF MCAS BAS REDUCED THES NUMBER OF ACCOURTING PERSONNEL 


Toval Ihmber of Activities for Which Responses Were Submitted: 
Breakdown of Responses: NR 


=a 
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@eaibit ITI-33. 


Whether or Not the Implementation of MCAS has 
Reduced the Number of Accounting Personnel at 
the Local Level 


Zao 








TAPLEMENTATION OF RCAS HAS REDUCED THE NUMBER OF ACCOURTING PERSONNEL 


Total Mumber of Activities for Which Responses Were Submitted: 
Breakdown of Responses; 


Sl 


m 2 


7, * 
Ae SGT alclae etaiaiclalsleisicice cess cic eWeceeeaeeeescoscococec 4 


B Tec eee cc ce cic cc coc Coc e ce occcccccocoe lS 
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Menibic I1li-34. 


Whether or Not the Implementation of RCAS na 


Reduced the Number of Accounting Personnel at 
the Local Level 
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IMPLEMENPATION OF MCAS&RCAS HAVE 2EDUCED THE NUMSER OF ACCOUNTING PERSONNE 


Total Mumber of Activities for which Responses Were Submitted: 275 
Breakdown of Responses: i 2% 


eo Ellin rsclclelsisiclcinlelsisieiesisleinielewisisislvieleceiesewioc ccecocccocecce 50 ups) 


Bee BO ccteccccscecocceesscovccoceces GES 6 b4ilib 00 0 0c ccveleL 65.8 


Ge Hot SWUM Te a aistaie ainiele elelelelcieGiseee oe ccc ce eesecccoocceose 44 16.0 


Denmernnris a sisesiveeiee ooo oe Secs ce bc oboe eee cecccccocscocceecl 100,0 





Exhibit III-35. Whether or Not the Implementation of MCAS and 
RCAS Have Reduced the Number of Accounting 
Personnel at the Local Level 


221 





D 18.& 





IMPACT OF CEYTRALIZED/CONCEMTRATION BANKING SERVICES ON ADMINISTRATIVE 
WORKLOADING OF MCAS ACTIVITIES 


Total Mumber of Activities for Which Responses Were Submitted; 183 
Breakdown of Responses: Hm © 


ee Yeo, wotKloeding has beem reduced......cccccesscoseele 
RB. Bo signizicent change in workloading...cccccccccccee (4 40.4 


Ce. There has been an increase in administrative work 


RI Mics: ..wrerguenre ore ow Owes He 0 0000 oe Ob 0 C00 Cee CeO OeCCS > a25 


De Ws co coc cece cwccestlocccencscocscocccse MH 18.6 


NU 5 cralornlegib ioe teleislaceeiee se «06 Mays cicisiniealnleicieaeces bese elo 100.0 





EMAibit III-36. Impact of Centralized/Concentration Banking 
Services on the Administrative Workloading of 
MCAS Activities 


Bee 








IMPACT OF CENTRALIZED/CONCENTRATION BANKING SERVICES ON ADMINISTRATIVE 
; WORKLOADING OF RCAS aCTIVITIES 


Total Number of Activities for Which Responses Were Submitted: 
Breakdown of Responses: NR 


Bs Yes, Serkloading has been TedUCed.cccccccccccccccceccds 


Be Oo Sieh Cec Came in WOTKI CERIN. ccccccccccesceelt 


C. There has been an increase in administrative work- 


EI nammitinasaisc ceicecece soc cco eee eoces oe ccocesce: 0 
De Not Gat Raion cree ete enielc coat eee ce cc csc et ese ee cccesccelO 20,8 
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Exhibit IIll-37. impact of Centralized/Concentration Banking 


Services on Administrative Workloading of 
RCAS Activities 


28 








COMBINED IMPACT OF CERTRALIZED/CONCENTRATION BANKING SERVICES ON ADMINT- 
STRATIVE WORKLOADING OF MCAS AND RCAS ACTIVITIES 


Total umber of Activities for Which Responses Were Submitted: 260 
Breakdown of Responses: m &@ 


hoe Yes, workloading has been. MEGUISOd 5 cseacdwnenecceecee9O 3669 


E. Bo sicoiticent CBemee in workloading..cccccccccccceltt 4267 


C. Theme has beem an increase in administrative work 


DTS is SW Sines ase ee OC oc ccc ccces ccc csocseccvocece 3 iz 


Da, DS SUS S eS SSS Sees vies ocSesSesocsesscccccccces FO 1952 


TOE2l 6 cccee sine eevee oc so cs cee'esceeese6eeeeesecceec00 100.0 





Exhibit III-38. Combined Impact of Centralized/Concentration 
Banking Services on the Administrative Work- 
loading of MCAS and RCAS Activities 
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12,6 


A 51.2% 


B 21.1% 


EXTENT TO WHICH TOUCH-P4Y PAYROLL SYSTEM HAS SASED THE CLERICAL BURDENS 
QF PAYROLL ACCOUNTING AT MCAS AND RCAS ACTIVITIES 


Total Number of Activities for Which Responses Were Submitted: 166 
Breakdown of Responses: NR _% 


A. Has greatly reduced the clerical burdens associ-~- 
etved with payroll accotmting.,..ecccccccccccccccecen OC? Died 


BR, Has slightly reduced the clerical burdens of pay- 
Toll i nnMeTs\c\o'g eipitceles ccs ceccoccoecesescoece a5 2 ek 


C. Has increased the clerical burdens of payroll 
SIME axc'auile 6406.0 6.064 0 6 6c 00 6606 obese cocoocecce 25 Poe 


De Not JUDE 0 000 O00 COCO OOOOE OOO ESO OOOOS EHO OSHOSTE OE SOE EOE 21 12,6 


SE inate sul wie edinieis aelninia 6 wh o 0 666 oe we obo cccesceccceweelOO 100.0 





Exhibi -39. Extent to Which the Touch-Pay Payroll Account— 
— ae System has Eased the Glemreal Burdens Of 
Payroll Accounting Among MCAS & RCAS Activities 
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WHETHER OR NOT THE TOUCH=—PAY PAYROLL ACCOUNTING SYSTEM HAS GREATLY REDUCED 
ACCOUNTING EFFORTS ASSOCIATED WITH YEAR-END Wee FORM PREPARATION 


Total Musber of Activities for Which Responses Were Submitted: 166 
Breakdown of Responses: i m &@ 


Ae NS. ote ceammne eons ang ores’ « ousteieie eieleisie ec Wow s 0 06 010 0 000 c10we 0 elk 6669 


Be TO ccccccccvcccccccccccccccecccccccccccesecceosocoes 55 Ziee 
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Imp OUnY.. s "ot alatareiatieiats 121g ic othe sicleleisleleis oulele close ccccccoceeel0O 100.0 






Exnibit III-40. Whether or Not the Touch-Pay Payroll Accounting 
System has Greatly Reduced Accounting Efforts 
Asse@eiated with Year-End W-2 Form Preparation 
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WEETHER OR NOT THE TOUCH-PAY SYSTEM HAS SIGNIGICANTLY REDUCED THE ACCOUNT- 


DE/ADMONISTRATIVE BURDENS OF PUBLIC LAW 92392 /DOD WACE POLICY GUIDELINES 


Total Number of Activities for Which Responses Were Submitted: 
Breakdown of Responses: GR 
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Exhibit III-41. Whether or Not the Touch-Pay Payro Accounting 
System has Significantly Reduced the Aceounting/ 
Administrative Burdens of Public Law 92392/ 
DOD Wage Policy Guidelines 
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EXTENT TO wHiCH CENTRALIZED ACCOUNTING, BANXING, AND PAYROLL SERVICES 
PROVIDED BY HAFAS HAVES CONTRISUTED TO/DETRACTED FROM MANAGEMENT FLEXIBILITY 
OF MCAS ACTIVITIES 


Total Mumber of Activities for Which Responses Were Provided: 
Breakdown of Respanses: WR “% 


4. NAPAS services have significantly contributed to 
management PURE LET Hiccccccsscococoocoecesesoes e@ JO 


3. Management flexibility has been slightly increased.44 


C. Management flexibility has been slightly reduced... 15 


D. Management flexibility has been greatly reduced... 8& 
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Exhibit IIfI-42. Extent to Which Centralized Accounting, Bank- 
ing, and Payroll Services Provided by NAFAS 
Have Contributed to/Detracted from the Man- 
agement Flexibility of MCAS Activities 
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B 28.&% A 54.2% 


EXTENT TO WEICE CESTRALIZ=2D ACCOUNTING, BANKING, AND PAYROLL SERVICES 
PROVIDED BY NAFAS HAVS CONTRIBUTED TO/DETRACTED FROM MANAGEMENT FLEXIBILITY 


OF RCAS ACTIVITIES 


Total Number of Activities for Which Responses Were Submitted: 59 
Breakdown of Responses: Mm 


A. NAPAS services have significantly contributed to 
management Semen) Oy oremene 6 o coc ccc ccewcc sc coccocecsos 32 54.2 


B. Management flexibility has been slightly increased. 17 28.8 
C. Manarement flexibility has been slightly reduced..eg 8 13.6 


De Management flexibility has been greatly reduced.... 2 304 


Et Ee odlele ls 0 cleo odes eSSs 00 0c cele ceo eC eTe coccccoeccocos 59 100.0 


Exhibit III-43. Extent to Which Centralized Accounting, Bank- 
ing, and Payroll Services Provided by NAFAS 
have Contributed to/Detracted from the Man- 
agement Flexibility of RCAS Activities 
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Satsal TO wEICH CENTRALIZ=D ACCOUNTING, BANKING, AND PAYROLL SERVICES 


PROVIDED SY NAFAS SAVE CONTRIBUTED TO/DSTRACTED FROM MANAGEMENT FLEXIBILITY 


QF MCAS AND xCaS ACTIVITIES 


Total Number of Activities for Which Responses Were Submitc 
eres kxcowgt. of Responses; 


196 


lig 
ha 


A. ZAFAS services have significently contributed ‘to 
management eI EC oo Someces ee eee ee ceses coe lOc BL 


B. Manazemert flexibility bas slightly increased...ee. 61 31.1 
e Management flexibility has been slightly reduced... 23 lL.7 


D. Management flexibility has been greatly reduced.... 10 Del 
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Exhibit Lii-44. Extent to Whicn Centralized Accounting, Bank- 
ing, and Payroll Services Provided by } NAFAS 
have Contributed to/Detracted From Management 
Flexibility of MCAS and RCAS Activities 
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FREQUENCY OF BANK RECONCILIATIONS PRIOR TO DAPLeoMERTATION OF CENTRALIZED 


Total Number of Activities for which Responses Were Submitted: 
Breakdown of Responses: m “. 


A. Pi ane oldie o cwiow oS cldlelc cbc bec eee sevecssococceelw 
Be Less often than MONTHLY. ccccccecvcccccscceccocececes 6 
Gg PROVED ec ccbccccc cece h eee cceer ee eeeeecccceeecceocese 3 
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Weenibit tit-45. Frequency of Bank Reconciliations Prior to 
the Implementation of Centralized Banking 
Procedures 
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Bericiency 


a. 


ate 


Timeliness of MCAS and RCAS reporting. 
Accuracy of financial statements provided by 


NAFAS. 


Effectiveness 


a. 


The extent to which the financial management 
information and guidance provided by NAFAS have 
assisted field activity managers in planning and 
managing their operations. 

The extent to which centralized accounting and 
banking services have contributed to reductions 
in personnel and administrative overhead at the 
Field activity level. 

The effectiveness of the Touch PAY payroll 
accounting System from the perspective of field 
activity subscribers to the system. 

The extent to which existing accounting, banking, 
and payroll procedures have contributed to or 
inhibited management flexibility at the field 


activity léwel. 


The exhibits contained in Section B of this chapter were 


purposely arranged to accommodate a sequential analysis of the 
above topics. Exhibits III-5 through III-ll address the time- 
liness and accuracy of MCAS and RCAS financial reporting, 
which are the first two topics listed above. Exhibits III-12 


through III-26 are used to draw conclusions about the extent 
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to which the financial management information and guidance 
provided by NAFAS have assisted field activity managers in 
planning and management of their operations. Exhibits III-27 
@hrough IfI-38 serve as the basis for analyzing the extent to 
which centralized accounting and banking procedures have 
contributed to reductions in personnel and administrative 
workloading. The author's analysis of Touch Pay payroll 
accounting is predicated on Exhibits III-39 through III-41. 
Lastly, Exhibits III-42 through III-44 are used to draw 
conclusions about the impact of MCAS and RCAS on the manage- 
ment flexibility at the field activity level. 

In the paragraphs that follow, reader familiarity with 
the underlying concepts and limitations of statistical anal- 
ysis and probability theory 1s assumed. In all cases, the 
applicable formula which is used in drawing statistical 
inferences about the entire population of MWR field activ- 
ities 1S given. Ina few instances, amplifying comments are 
made purely as a refresher for those with prior experience 
gn statistical analysis. 

The first major area to be addressed is that of effi- 
Clency which, as previously discussed, is to be analyzed in 
terms of the timeliness and accuracy of MCAS and RCAS ac- 
counting reports. Response data associated with the timeli- 
ness of MCAS and RCAS reporting are contained in Exhibits 


IfI-5 through III-8 and are summarized as follows: 
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#. MCAS Activities 

Pome eee > MCAS activities for which responses to 
guestion number one of the author's survey were submitted, 
mee average number of days that it takes each activity to pre- 
pare and forward end-oi-the-month accounting source documents 
to NAFAS is 4.68 days. The standard deviation or "spread" 
of those surveyed was 2.34 days. 

b. Of the MCAS activities which were represented in 
the survey, the average number of days which elapse following 
the end of each accounting period prior to physically receiv- 
ing monthly financial statements from NAFAS is 16.88 days with 
™ stancard deviation of 5.27 days. 

Cy eeyesUemraerting A from B (16.88 days - 4.68 days), 
the average time which elapses between the mailing of end-of- 
the-month accounting source documents and the physical receipt 
of financial statements from NAFAS is 12.2 days. 

&. RGAS Activities 

a. Of the 81 RCAS activities for which responses to 
Guestion number one were submitted, the average number of 
days that it takes each activity to prepare and forward end- 
Se-the-month accounting source documents to NAFAS is 4.05 
days with a standard deviation of 2.62 days. 

b. Of those same 81 activities, the number of days 
which elapse following the end of each accounting period 
prior to the physical receipt of monthly financial state- 
Ments from NAFAS were, on the average, reported to be 18.96 


days with a standard deviation of 5.27 days. 
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c. Subtracting A from B (18.96 days - 4.05 days), 


the average time which elapses between the mailing of end-of- 


the-month accounting source documents and the physical receipt 


@. financial statements from NAFAS is 14.91 days. 


In computing the sample mean and sample standard devia- 


tion of the data presented in Exhibits III-5 through III-8, 


the following statistical formulas were used: 


1. Formula Number One 


a. Formala for Sample Mean: 


n 
Xx = = yr xs 
i=l 
Where: 
X = sample mean 
N = number of observations in sample (sample size) 
n 
e «(X. = summation of each observation (e.g., X, + 
| E Kae x X_) 5 
1=1 2 se !UUM 
oe Formula Number Two 


a. Formula for standard deviation: 


i 
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Where: 


il 


S 


n = 


loi So 


Standard deviation 


number of observations (sample size) 


(x,-X) ° = the sum of the squared deivations 
between the sample mean and the 
value of each observation within 
the sampled population 
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While the previously computed sample means and sample 
standard deviations provide insights as to the timeliness of 
MCAS and RCAS reporting, their primary value for the purposes 
of this analysis is to serve as a basis for estimating, with 
95 percent confidence, the respective population means of all 
memo and all RCAS activities currently participating in the 
centralized accounting and banking system. In this instance, 
a 95 percent confidence interval (interval estimate) for the 
mean of entire population of all MCAS and all RCAS activities 
Gan be constructed using the following formula: 

1. Formula Number Three 


u = X+1.96 22 
n 


Where: 


u = the mean of the entire population of all MCAS 
or all RCAS activities, as applicable 


X = sample mean 
S = sample standard deviation 
n = sample size 
1.96 = standardized normal cumulative probability for 


95 percent confidence interval taken from 
standard probability tables 


Hereafter reverred to as Formula Number Three, applica- 
tion of the above formula to the sample means and standard 
@eviations contained in Exhibits III-5 through III-8 enables 
Statistical inferences (estimates) to be made about the 
Respective populations of all MCAS and all RCAS activities 
With respect to the timeliness of NAFAS reporting. in this 


Bmstance, it can be stated with 95 percent confidence that: 
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1. For the entire population of all MCAS activities, the 
myerage number of days that it takes each activity to prepare 
and forward end-of-the-month accounting source documents to 
NAFAS lies somewhere in the interval 4.35-5.01 days. (e.g., 
moe + .33 days) 

2. For the entire population of all MCAS activities, the 
average number of days which elapse following the end of each 
accounting period prior to physically receiving monthly finan- 
Cial statements from NAFAS lies in the interval 16.14-17.62 
days. 

Be Fer the entire population of all MCAS activities, the 
average time which elapses between the mailing of end-of-the- 
month accounting source documents and the physical receipt of 
financial statements from NAFAS lies in the interval 11.13- 
m3.2/ davs. 

4. For the entire vopulation of all RCAS activities, the 
average number of days that 1t takes each activity to prepare 
and forward end-of-the-month accounting source documents to 
NAFAS lies somewhere in the interval 3.48-4.62 days. 

5. For the entire population of all RCAS activities, the 
average number of days which elapse following the end of each 
mecounting period prior to physically receiving monthly finan- 
Cial statements from NAFAS lies in the interval 17.81-20.11 
days. 

6. For the entire population of all RCAS activities, the 
average time which elapses between the mailing of end-of-the- 


month accounting source documents and the physical receipt of 
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financial statements from NAFAS lies in the interval 13.19- 
16.63 days. 

In drawing conclusions from the ahove confidence inter- 
vals, it should be remembered that they are statistical 
estimates based on sampled data. According to their under- 
lying statistical theory, there is a 95 percent chance (19 to 
1 odds) that, if the entire population of all MCAS or RCAS 
activities had responded to the author's survey, the average 
of all MCAS or RCAS responses to the questions posed would 
have fallen in the above intervals. However, it should also 
be remembered that there is a 5% chance that the average of 
all MCAS or RCAS activity responses might not fall within 
these intervals. Though small, this risk should be recognized. 

With very few exceptions, 95 percent confidence inter- 
vals are used exclusively in this study in making statistical 
inference about the separate or combined populations of all 
MCAS and RCAS activities. A strong argument for their use 
is given by the fact that they ignore traditional popularity 
among statisticians and pollsters, which can be corroborated 
by consulting almost any basic statistics text. 

im addition to the 5 percent risk factor which is inherent 
in the author's analysis, there exists the even larger prob- 
tem of stratifying the sampled population into groupings 
which best facilitate meaningful and plausible analysis. In 
nearly all instances, stratification of the target population 


Me all MWR field activities is not required in this study 
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due to the general nature of the questions which were posed 
in the author's survey. However, this was not believed to 

be the case in examining the timeliness of NAFAS reporting, 
in which known delays in mail deliveries both to and from 
overseas locations were suspected to have caused statistical 
distortions in the sample means contained in Exhibits II-7 
and II-8 and the confidence intervals which were subsequently 
Menstructed for them. Accordingly, Exhibits II-46 through 
II-49 were assembled from field activity response data for 
the purpose of further evaluating the statistical distortions 
which were potentially created by the combining of all domes- 
tic and overseas activities in Exhibits II-7 and II-8. 

In Exhibits II-46 and II-47, response data which were 
received from MCAS activities are further stratified ac- 
cording to whether or not they were geographically located 
in the continental United States (CONUS) or overseas. For 
the purposes of this analysis, participants located in Hawaii 
and Alaska were categorized as overseas activities. As shown 
in Exhibit III-47 the removal of overseas activities from 
Exhibit III-7 revealed that, on the average, surveyed activ- 
ities located in CONUS actually receive their financial 
Statements from NAFAS 15.21 davs following the end of each 
accounting period. (1.67 days less than the sample average 
Shown in Exhibit II-7.) More dramatically, Exhibit II-47 
reveals that the average reported time of receipt for MCAS 


activities which are located overseas is actually 22.61 days 
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(5.73 days later than the sample average shown in Exhibit 
mrl-/). 

As evidenced by Exhibits III-48 and III-49, the strati- 
fication of RCAS activities by geographic location yielded 
nearly identical results. On the average, RCAS activities 
located in CONUS reportedly recelve their financial state- 
ments from NAFAS 17.49 days following the end of each account- 
ing period or 1.47 days sooner than the sample average 
reported in Exhibit III-8. Conversely, RCAS activities which 
are located overseas receive thelr financial statements in 
an average time of 23.91 days following the end of the account- 
ing period, or 4.95 days later than the sample average 
Beported in Exhibit III-8. 

. The stratification of MCAS and RCAS activities by loca- 
tion identified the following distortions associated with 
Senibits II-7 and II-8: 

1. As suspected, tne combining of CONUS and overseas 
responses introduced an upward bias with respect to the actual 
time that it takes for financial statements to reach activ- 
ities which are located in CONUS. 

2. The combining of CONUS with overseas activities also 
Masked the fact that overseas activities typically experience 
Significantly greater delays in receiving their financial 
Statements from NAFAS than CONUS activities. 

Applying Formula Number Three to the stratified data 


Contained in Exhibits III-46 and III-48, the following 95 
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percent confidence intervals can be constructed for all MCAS 
and all RCAS activities located in CONUS: 

imeror the entire population of all MCAS activities 
which are located in CONUS, the average number of days which 
elapse following the end of each accounting period prior to 
physically receiving monthly financial statements from NAFAS 
lies somewhere in the interval 14.52-15.90 days. 

2. For the entire population of all RCAS activities which 
are located in CONUS, the average number of days which elapse 
prior to physically receiving monthly financial statements 
from NAFAS lies somewhere in the interval 16.32-18.66 days. 

Due to the relatively small numbers of overseas activ- 
ities which participated in the author's survey, a modified 
version of Formula Number Three must be utilized in construct- 
ing statistical estimates for the respective populations of 
MemenxS and all RCAS activities located outside of CONUS. 
Hereafter referred to as Formula Number Four, the following 
applies: 

i, brormala Number Four 


a = x + t 025 : 
° Von 





Where: 


u = the mean of the entire population of all MCAS 
or all RCAS activities, as applicable 


S = sample standard deviation 
n = sample size 


t - = variable 95 percent confidence factor based 
OZ = 
on n-l degrees of freedom for sample size 
Za -eneeromle table Of Student's "t" critical 
Mommies for students “C" distribution. 
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In applying the above formula to the sample data contained 
in Exhibits III-47 and III-49, it can be stated with 95 per- 
cent confidence that: 

1. For the entire population of all MCAS activities which 
are located overseas, the average number of days which elapse 
Bollowing the end of each accounting period prior to physically 
receiving monthly financial statements from NAFAS lies in the 
Interval 21.36-23.86 days. 

m For the entire population of all RCAS activities which 
are located overseas, the average number of days which elapse 
MorlOWing the end of each accounting period prior to physically 
receiving monthly financial statements from NAFS lies in the 
MeeerVal 20.69-25.13 days. 

A summary of all previously discussed arithmetical means 
associated with the timeliness of NAFAS reporting 1S contained 
Meeexnibit III-50. For the purposes of further discussion, 
these figures can be reduced to the following general 
meatements: 

1. On the average, MCAS and RCAS field activities which 
are located in CONUS typically receive their financial state- 
ments between two and two and one-half weeks following the 
meme Of each accounting period. 

2. On the average, MCAS and RCAS activities which are 
located overseas typically receive their financial statements 
between three and three and one-half weeks following the end 


Of each accounting period. 
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Fiele activity responses concerning the accuracy of the 
accounting reports which are provided by NAFAS are separately 
Semmarized in Exhibits III-9 (for MCAS activities) and III-10 
(for RCAS activities). The data which are contained in these 
exhibits are summed in Exhibit III-ll. In examining these 
exhibits, the consistencies between the percentage figures 
Gontained in Exhibits III-9 and III-10 are worth noting. 

In analyzing the data contained in Exhibit III-ll, a 
95 percent confidence interval can be constructed for the 
combined population of all MCAS and RCAS activities using 
mae formula: 


1. Formula Number Five 


T = P+1.96 V P(1-P) 


n 
Where: 


7 = the estimated proportion of the entire population 
that would respond in a certain way 


P = the actual proportion of the sampled population 
that responded in a certain way 


n = sample size 


Hereafter referred to as Formula Number Five, the above 
rormula is used almost exclusively as the basis for statis- 
tical estimation in the remainder of this study. Commonly 
used by pollsters in making statistical estimates of voting 
porulations, the above formula is highly accurate for sample 


Sizes in excess of one hundred. [145] 
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By applying Formula Five to each response contained in 
Benibit IITI-li, it can be stated with 95 percent confidence 
that: 

im "hee the entire population of all MCAS and RCAS 
activities, between 56.7 percent and 68.3 percent are cur- 
rently experiencing virtually no errors in the accounting 
reports which are provided to them by NAFAS. 

2. For the entire population of all MCAS and RCAS field 
activities, between 29 percent and 40.2 percent are currently 
experiencing occasional errors in the accounting reports which 
are provided by NAFAS. 

oe Betweem .9 percent and 4.9 percent of all MCAS and 
RCAS field activities are currently experiencing frequent 
merors with the accounting reports provided. 

As demonstrated by the above confidence intervals, the 
data contained in Exhibit III-1l provide evidence as to the 
positive consistency with which NAFAS accounting reports are 
being accurately provided to field activity users. In res- 
ponding to question number eight of the author's survey, 
field managers were purposely forced to distinguish as to 
whether or not their experiences with MCAS and RCAS reporting 
mewe been extremely positive (virtually no errors), pre- 
Gominately positive (occasional errors), or extremely nega- 
tive (frequent errors). The statement "occasional errors" 
Was deliberately included as an alternative response to en- 


tice survey participants to respond in a manner that would 
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indicate whether or not they have been experiencing any 
meeplems whatsoever with NAFAS accounting reports. The fact 
that nearly twice as many respondees selected the decidedly 
more favorable response of "virtually no errors" further 
suggests that NAFAS accounting reports are accurate. 

Based on the data received from the sampled population, 
it can conservatively stated (e.g., with 99 percent confi- 
dence) that a majority (greater than 50 percent) of all MWR 
field activities are currently experiencing virtually no 
errors in the accounting reports which are provided by NAFAS. 
With lesser confidence (e.g., 95 percent), it can generally 
be stated that approximately two-thirds of all MCAS and RCAS 
@reld activities are currently experiencing no errors, 
approximately one-third are experiencing occasional errors, 
and that a small number of activities (less than 5 percent) 
are experiencing frequent errors in the accounting reports 
which are provided to them by NAFAS. 

Although the foregoing analysis of timeliness and accuracy 
was intended to provice insights into the efficiency of the 
accounting services provided by NAFAS, it provides little or 
mo information concerning the effectiveness of those services. 
me previously discussed in this work, the provision of timely 
and accurate accounting reports does not guarantee that field 
managers either understand them or use them in planning and 


mumeging their activities. Using Exhibits III-12 through 


TII-44 as a basis for analysis, the effectiveness of the 
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accounting products and services provided by NAFAS is eval- 
vated in the paragraphs that follow. 

dm the Opinion of the author, the effectiveness of any 
product or service can best be determined by measuring the 
Meetulness that it brings to its intended beneficiaries. 
Messed on this opinion, several questions within the field 
Survey were purposely focused on this attribute. Responses 
to these questions are aggregated and displayed in Exhibits 
@er—-12 through III-20. 

Mxhibits IIi-12 through III-15 successively display 
responses to questions number three and four of the author's 
survey. Purposely designed to complement each other, these 
Guestions were included in the survey to either confirm or 
deny allegations that, for many field managers, the use- 
Biiness of NAFAS accounting reports is greatly diminished by 
the fact that they are not received prior to monthly meetings 
with their immediate superiors. As previously En ay, 
this problem was verbally reported by fellow students at the 
Naval Postgraduate School and several field activity managers 
Guring the early stage of the author's research. Field 
activity responses to question number three are displayed 
Bee exhibit III-12. 

As shown in this exhibit, 57.5 percent of all respondees 
reported having a formal requirement to meet with their Com- 
Manding Officers or immediate superior following the end of 


€ach accounting period. By applying this figure to formula 
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number five, it can be stated with 95 percent confidence 
that, for the entire population of all MCAS and RCAS field 
Meelvity Managers, between 51.6 and 63.5 percent are required 
to meet with their Commanding Officers or immediate superiors 
following the end of each accounting period. Between 36.4 
and 48.3 percent have no formal requirements to meet with 
their superiors in this manner. 

Exhibits III-13 and III-14 respectively summarize the 
responses of MCAS and RCAS managers to question number four 
of the author's survey, which queried the extent to which 
delays in the receipt of NAFAS accounting reports adversely 
impact on their usefulness. The combined responses of both 
mens and RCAS managers are contained in Exhibit III-15. By 
mueying the data contained in Exhibit III-15 to formula 
number five, the following statistical statements can be 
made: 

1. For the entire population of all MCAS and RCAS activ- 
ity managers, it can be stated with 95 percent confidence 
that between 48.9 and 60.8 percent believe that the account- 
ing reports provided by NAFAS are extremely useful despite 
delays. 

2. Between 26.3 and 37.4 percent of all field activity 
managers believe that the usefulness of NAFAS accounting 
reports is only partially diminished by delays in their 


receipt. 
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3. Between 7.4 and 14.8 percent believe that their use- 
fulness is only partially diminished. 

m Between .4 and 4 percent of the entire population 
believe that the reports are totally useless because of 
delays in their receipt. 

From the foregoing statistical analysis, general state- 
ments can be made concerning alleged problems caused by 
@edays in the receipt of NAFAS accounting reports. First, 

a surprisingly large number (between one third to nearly one 
half) of all field activity managers have no formal require- 
ment to meet with their Commanding Officers and/or immediate 
Superiors following the end of each accounting period. 
Second, a statistically small percentage of field activity 
managers (less than one-fifth) reportedly believe that the 
usefulness of NAFAS accounting reports is either greatly 
diminished or totally eliminated by delays in their receipt. 
Taken together, these statements fail to support the pre- 
Viously mentioned grievances by some individuals that delays 
in tne receipt of NAFAS accounting reports severely degrade 
their usefulness. Additionally, whether or not they are 
received prior to monthly meetings with senior officials 
appears to be of much less importance to most managers than 
the author was initially led to believe. 

Question number nine of the field survey was purposely 
designed to generate additional insights concerning the use- 


fulness of NAFAS accounting reports by asking field activity 
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managers to identify the extent to which they assist in the 
financial planning and management of their operations. Re- 
sponses to this question are arrayed in Exhibits III-16 
through Ifi-18. In Exhibit II-18, the combined responses of 
both MCAS and RCAS activities are summarized. By applying 
formula number five to the data contained in this exhibit, 
the following statistical statements can be made: 

1. For the entire population of all MCAS and RCAS activ- 
ities, between 58.7 and 70.3 percent believe that MCAS and 
RCAS printouts are highly practical and useful in planning 
and managing the finances of their activity. 

2. Between 19.1 and 29.5 percent believe that NAFAS 
accounting information is of limited practical value in plan- 
ning and managing the finances of their activities. 

3. Between 7.4 and 15.0 percent believe that NAFAS ac- 
counting reports are of little or no practical value. 

From the above analysis, it can be conservatively stated 
that a majority of all MCAS and RCAS field activity managers 
believe that NAFAS accounting reports are highly practical 
and useful management tools while few (less than one-sixth) 
consider them to be of little or no practical value. How- 
ever, it should be noted in passing that, on a comparative 
percentage basis, the responses of RCAS activity managers 
(Exhibit III-16) were substantially more positive than those 
Of their MCAS counterparts (Exhibit III-17). The reasons 


for this are discussed in subsequent sections of this study. 
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Exhibits III-19 and III-20 respectively display field 
activity responses to questions number 11 and 12 of the 
author's survey, which were developed with two distinct pur- 
poses in mind. First, the author was interested in generat- 
ing feedback concerning the usefulness of specific subsections 
of MCAS and RCAS accounting reports. Secondly, these ques- 
tions were designed to serve as a crosscheck on question 
Member nine of the field survey, in which field activity 
managers were queried concerning the "general" usefulness of 
NAFAS accounting reports. This was intended to determine 
whether or not the attitudes of field activity managers 
toward specific subsections of NAFAS accounting reports were 
consistent with their more general attitude toward accounting 
products and services as a whole. 

As shown in Exhibit III-19, MCAS activity managers were 
asked to express their beliefs regarding the usefulness of 
the fund solvency section of the MCAS balance sheet and the 
comparative analysis section of the MCAS operations statement. 

Based on thelr responses, it can be stated with 95 per- 
cent confidence that between 55.3 and 69.1 percent (roughly 
two thirds) of the entire vopulation of all MCAS activity 
Managers believe that these sections of the MCAS accounting 
Statements are useful. Similarly, 1t can be stated that 
between 30.9 and 44.7 percent (or roughly one-third) believe 


that they are not useful. 
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Exhibit III-20 summarizes field activity responses to 
guestion number 12 of the author's survey, in which RCAS 
activity managers were similarly queried concerning the 
meerulness of the self-sufficiency information provided in 
RCAS accounting reports. As shown, the usefulness of the 
@eit-sufficiency portion of the RCAS accounting statement 
was overwhelmingly endorsed by 93.7 percent of those who 
responded. Based on these responses, it can be statistically 
asserted that between 88.4 and 99.0 percent of the entire 
population of all RCAS activity managers believe that the self- 
sufficiency portion of the RCAS accounting statements are 
useful. Conversely, between one and 1l percent (roughly one- 
tenth or less) believe that the self-sufficiency information 
1s not useful. 

In the opinion of the author, comparative review of 
M@enibits IIlI-19 and III-20 with Exhibits III-16 and III-17 
provides additional insights into the thoughts of field 
activity managers. First, MCAS subscribers were remarkably 
consistent in their attitudes toward NAFAS accounting prod- 
ucts, both as a whole (Exhibit III-16) and with specific 
subsections of those products (Exhibit III-19). As evidenced 
By comparing Exhibit III-19 with Exhibit III-17, on a percent- 
age basis, RCAS activity managers appear to be more impressed 
by the self-sufficiency information which is provided in 
NAFAS accounting reports than they are with NAFAS accounting 


meoaducts on the whole. Finally, comparison of Exhibit III-19 
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Meee t11-20 reiterates the fact that, ona percentage basis, 
RCAS managers appear to be consistently more satisfied with 
the accounting products provided by NAFAS than MCAS managers. 

In asking them to express their beliefs concerning the 
usefulness of the accounting products and services provided 
by NAFAS, it has been assumed thus far that field activity 
Managers are trained and fully qualified to make professional 
judgements in these areas. Unwilling to make this assumption, 
the author found it necessary to query field activity managers 
concerning their personal qualifications, the adequacy of 
training support and technical documentation for centralized 
accounting and banking procedures and to ask them to objec- 
tively evaluate their own knowledge of the Navy's NAF flow 
process. These questions were considered valuable for the 
following reasons: 

1. They enabled the author to make judgements concerning 
the experience levels and corresponding quality of field 
activity responses to questions posed in the survey. 

2. They were designed to provide NAFAS with a baseline 
assessment concerning the effectiveness of current training 
Drograms and technical support with a view toward identify- 
ing possible areas for improvement or correction. 

Question number 21 of the author's survey was specifically 
requested by the Director of NAFAS. Responses to this ques- 
tion are contained in Exhibits III-21 through III-23. By 


apolying previously described statistical methods to the 
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data contained in these exhibits, it can be stated with 95 
percent confidence that: 

1. Between 64.2 and 77.2 percent of the entire population 
of all MCAS field activity managers believe that the Eman Lng 
support and technical documentation provided by NAFAS are 
adequate. 

2. Between 74.7 and 91.4 percent of the entire population 
of all RCAS field activity managers believe that the training 
Support and technical documentation provided by NAFAS are 
adequate. 

3. For the combined populations of all MCAS and RCAS 
field activity managers, between 68.2 and 80.3 percent believe 
that the technical documentation and training support provided 
by NAFAS are adecuate. 

From the above, it can generally be stated that ee 
Guarters of the entire population of all MCAS and RCAS field 
activity managers consider the training support and technical 
documentation associated with centralized accounting, banking 
and payroll procedures to be adequate. Approximately one- 
Quarter do not. In analyzing these responses, it should be 
recognized that the word "adequate" is a rather broad and 
inexact descriptor which potentially encompasses everything 
from "marginally acceptable" to "extremely positive." It 
should also be noted that, on a percentage basis, RCAS 
Managers were once again more favorable in their responses 


than their MCAS counterparts. 
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jm? question number 23 of the author's survey, field 
activity managers were asked to identify the extent to which 
they considered themselves technically knowledgeable in the 
overall mission and goals of NAFAS, the philosophy behind and 
dollar benefits derived from concentration banking procedures, 
and the Navy's Central NAF Investment Portfolio. This ques- 
tion was developed as a corollary to question number 21 to 
@eeertain the depth of training and technical support that is 
provided to MCAS and RCAS field activities. Responses to the 
successive sections of question number 23 are sequentially 
displayed in Exhibits III-24 through III-26. 

By applying formula number five to the data contained in 
Exhibit III-24, it can be stated with 95 percent confidence 
that: 

im Between 32.1 and 43.6 percent of the entire population 
of all MCAS and RCAS field activitv managers consider them- 
Selves thoroughly knowledgeable in the overall mission and 
goals of NAFAS. 

2. Between 27.8 and 39.0 percent consider themselves to 
be fairly knowledgeable in the overall mission and goals of 
WAFAS. 

3. Between 4.0 and 10.1 percent consider themselves to 
be only vaguely familiar with the mission and goals of NAFAS. 

4. Between 16.8 and 26.6 percent consider their knowl- 
edge of NAFAS to be limited only to a general familiarity 
With those services that NAFAS specifically performs on be- 


Meait of their activity. 
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Exhibit III-25 summarizes the extent to which MCAS and 
RCAS field activity managers consider themselves knowledge- 
able in the philosophy behind and dollar benefits derived 
from concentration banking procedures. By applying formula 
member five to the data contained in this exhibit, it can be 
stated with 95 percent confidence that: 

1. Between 24.9 and 35.9 percent of MCAS and RCAS field 
activity managers consider themselves thoroughly knowledge- 
able in the philosophy behind and dollar benefits derived 
from concentration banking procedures. 

2. Between 33.0 and 44.6 percent consider themselves to 
be fairly knowledgeable. 

3. Between 9.8 and 18.0 percent believe themselves to be 
vaguely familiar with the philosophy and dollar benefits of 
concentration banking. 

4. Between 12.5 and 21.3 percent of the entire popula- 
tion of all MCAS and RCAS field activity managers consider 
their knowledge of the pros and cons of concentration banking 
meevices to be quite limited. 

Exhibit III-26 summarizes the extent to which MCAS and 
RCAS field activity managers consider themselves knowledge- 
@p>le in the philosoohy behind and financial basis for the 
Navy's MAF Central Investment Portfolio. By similarly apply- 
ing formula number five to the data contained in this exhibit, 


it can be stated with 95 percent confidence that: 


260 





1. Between 13.4 and 22.8 percent of the entire popula- 
Memon Of all MCAS and RCAS field activity managers consider 
themselves to be knowledgeable in the philosophy behind and 
dollar benefits derived from the NAF Central Investment 
Beetfolio. 

2. Between 23.5 and 34.5 percent consider themselves 
fairly knowledgeable. 

3. Between 11.7 and 20.7 percent consider themselves to 
be vaguely familiar with the NAF Central Investment Portfolio. 

4. Between 12.3 and 21.5 percent know that the portfolio 
@xists but not much else about it. 

5. Between 14.4 and 24.0 percent of the entire population 
@e all MCAS and RCAS field activity Managers are not even 
aware that the portfolio exists and the financial basis for 
in . 

Penibits Il1-24 through III-26 provide important informa- 
tion that must be taken into consideration when analyzing all 
Other responses to questions posed in the field survey. 

Merst, a surprisingly small number (roughly one-third) of 

all field activity managers consider themselves to be thor- 
oughly knowledgeable in the overall mission of NAFAS and 
benefits that are derived from concentration banking 
procedures. Even fewer (roughly one-fifth) considered them- 
selves thoroughly knowledgeable in the Navy's Central Invest- 
Ment Portfolio. In the opinion of the author, these responses 


@re indicative of the followings: 
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1. The training support and technical documentation that 
are provided to field activity managers by NAFAS and the Navy 
Comptroller (NAVCOMPT) primarily focus on the mechanics of 
Gentralized accounting, banking, and payroll procedures. 
Lesser emphasis appears to be placed on educating field activ- 
ity managers in the broader concepts and underpinnings of the 
NAF flow process and the historical reasons for centralizing 
NAF accounting and banking. 

2. While most field activity managers are in a position 
to make judgements about the mechanics of centralized account- 
ing, banking and payroll procedures, fewer are in a position 
to judge the effectiveness of these systems as a whole. They 
are unable to weigh or place in perspective local problems 
and grievances with these systems against the larger, Navy- 
wide benefits that are derived from them. 

In addition to providing useful and understandable finan- 
Cilal management information to field activity managers, the 
centralized accounting, banking, and payroll systems provided 
by NAFAS were also deSigned to reduce bookkeeping efforts, 
administrative workloading, and the number of personnel em- 
Dloyed in routine accounting efforts at the local level. 
Since these were among the major objectives that motivatec 
the shift to centralized systems in the first place, the 
extent to which they have been achieved 1s an important 
Measure of the effectiveness. Exhibits III-28 through III-38 
focus on these areas and are discussed in the paragraphs 


Baat follow. 
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During the early stages of the author's research, a recur- 
ring grievance among MCAS and RCAS managers was that delays 
in the receipt of centralized accounting reports caused du- 
plicate accounting at the field activity level. Those who 
held this Opinion maintained that they simply could not wait 
two to three weeks into the next accounting period to find 
@mge where their activity financially stood at the end of the 
previous accounting period. Therefore, in addition to feed- 
ing scores of reports into the central accounting system on 
a monthly basis, they found it necessary to maintain parallel 
accounting records at the local level to facilitate timely 
assessment of their activities’ performance during the pre- 
vious accounting period. Most of those who reported this 
problem also maintained one or both of the following views: 

1. If delays in the receipt of NAFAS accounting reports 
could be reduced, parallel accounting at the local level 
would not be required. 

2. Because parallel records have to be maintained at 
the local level, the submission of centralized accounting 
reports actually adds to accounting and bookkeeping efforts. 
Furthermore, monthly reports provided by NAFAS aren't any 
better than those which are provided locally. 

To evaluate the extent to which the above views were 
held, question number five of the author's survey requested 
field activity managers to confirm or deny whether or not 


delays in MCAS or RCAS printouts have contributed to 
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additional accounting and bookkeeping efforts that would not 
be required if they were received in a more timely manner. 

The separate responses of MCAS and RCAS managers are respec- 
tively displayed in Exhibits III-27 and III-28, then sun- 
Merized in Exhibit III-29. By applying formula number five 

@e the data contained in Exhibit III-29, the following statis- 
tical statements can be made: 

i Beeween 268.6 and 39.8 percent of all field activity 
managers believe that delays in the receipt of NAFAS account- 
ing reports do cause additional accounting and bookkeeping 
efforts that would not be required if they were received in 
a more timely manner. 

2. Between 60.2 and 71.4 percent of all field activity 
managers do not believe that delays contribute to additional 
accounting and bookkeeping efforts. 

In question number six of the author's survey, field 
activity managers were asked to specify the extent to which 
centralized accounting procedures have reduced the administra- 
tive requirements for financial bookkeeping within their 
activities. The responses of MCAS and RCAS managers are 
Geeearately displayed in Exhibits III-30 and III-3l, then 
summed in Exhibit III-32. From the responses contained in 
Exhibit III-32, it can be stated with 95 percent confidence 
pat: 

1. Between 16.4 and 26.1 vercent of all field activity 
Managers believe that centralized accounting procedures have 


greatly reduced previously existing bookkeeping requirements. 
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2. Between 20.2 and 30.6 percent believe that centralized 
accounting procedures have partially reduced bookkeeping 
requirements. 

3. Between 17.4 and 27.4 percent believe that there has 
been no visible reduction in previous bookkeeping requirements. 

4. Between 4.3 and 10.5 percent of all managers believe 
that bookkeeping requirements have actually increased. 

5. Between 18 and 28 percent of the entire population of 
all field activity managers cannot state with certainty the 
effects which centralized accounting procedures have had on 
local bookkeeping requirements. 

In posing question number. six to field activity managers, 
it was recognized that some or perhaps many of them would 
not be able to judge with certainty the effects which central- 
ized accounting procedures have had on local bookkeeping 
requirements. The author hypothesized that this situation 
would apply, as a minimum, to managers of activities where 
the turnover of personnel has been so high that there is no 
corporate memory for making comparisons between past and 
'Present bookkeeping requirements. As shown in Exhibit III-32, 
approximately one-fourth cf all field activity managers who 
were polled were unable to judge, one way or another, the 
extent to which centralized accounting procedures have 
reduced local pookkeeping requirements. 

The author's underlying motive for isolating those 


Managers wno were uncertain about the effects which the MCAS 
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and RCAS have had on local bookkeeping requirements was to 
enable further analysis of only that portion of the popula- 
tion who considered themselves certain enough in their con- 
Meetions to select responses A through D of question number 
eee From Exhibit ITI-32, a total of 208 managers selected 
Mesponses A through D. Of this total, 58 (27.9 percent) 
selected response A, 69 (33.2 percent) selected response B, 
61 (29.3 percent) selected response C, and 20 (9.6 percent) 
selected response D. By applying formula number five to 
responses A through D, the following statistical statements 
can be made: 

1. Of the entire population of field activity managers 
who are certain about the effects that the MCAS and RCAS have’ 
had on local bookkeeping requirements, between 21.8 and 34.9 
percent believe that these systems have greatly reduced pre- 
viously existing bookkeeping requirements. 

2. Between 26.8 and 39.6 percent believe that the MCAS 
and RCAS have partially reduced previous bookkeeping 
requirements. 

3. Between 23.1 and 35.5 percent believe that there has 
been no visible change from ovrevious bookkeeping requirements. 

4. Between 5.8 and 13.6 percent believe that bookkeeping 
requirements have increased. 

Prem the foregoing analyses of Exhibit II1I-32, it can 
generally be stated that, for the entire population of MCAS 


and RCAS field activity managers, approximately three-quarters 
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are certain about the effects that the MCAS and RCAS have 
had on local bookkeeping requirements. Of those who are 
@ercein, approximately three-fifths (a statistical majority) 
believe that centralized accounting systems have either 
greatly or partially reduced local bookkeeping requirements. 
Approximately two-fifths believe that there has either been 
no visible change from previous requirements or that book- 
keeping requirements have increased. Those who believe that 
pookkeeping requirements have increased represent a small 
Minority (about one-tenth) of those managers who are certain 
about the effects that the MCAS and RCAS have had on their 
@etivities. 

In question number seven of the field survey, managers 
meer asked to identify whether or not the implementation of 
the MCAS and RCAS have reduced the number of accounting 
personnel at their activities. The responses of MCAS and 
RCAS activity managers are separately displayed in Exhibits 
mee oo and LII=34, then summarized in Exhibit III-35. In 
posing this question, field activity managers were again 
provided the latitude of stating that they were not sure of 
the impact that the MCAS and RCAS have had on reducing the 
number of accounting personnel at their activities. As 
Shown in Exhibit III-35, a total of 231 managers (84 percent) 
provided a yes or no response to this question. Forty-four 
Managers (16 percent) were not sure of the effects that the 
MCAS and RCAS have had in reducing the number of accounting 


personnel at their activities. 
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Of the 231 managers who provided a yes or no response to 
Guestion number seven, 50 (21.6 percent) indicated that the 
implementation of MCAS and RCAS has reduced the number of 
accounting personnel at their activities. One hundred and 
elghty one managers (78.4 percent) rendered a "no" response 
Mo the question, indicating that the implementation of the 
MCAS and RCAS has not reduced the number of accounting per- 
sonnel at the field activity level. From these responses, 
the following statistical statements can be made: 

1. Of the entire population of field activity managers 
who are certain about the effects that the MCAS and RCAS 
have had in reducing the number of accounting personnel at 
the local level, between 16.3 and 26.9 percent have expe- 
rienced personnel reductions at thelr activities. 

2. Of the same population, between 73.1 and 83.7 per- 
cent have not experienced a reduction in the number of ac- 
counting personnel at their activities. 

Based on the above analysis, it can generally be stated 
meet, £Or those field activities which are able to render an 
evaluation, approximately one-quarter have experienced re- 
ductions in the number of assigned accounting personnel since 
the implementation of centralized accounting procedures. 
Approximately three-quarters have experienced no reduction 
in the number of assigned accounting personnel. 

In question number 14 of the author's survey, field 


Managers were asked to evaluate the impact of centralized 
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Banking procedures on administrative workloading within their 
M@eetvities. The responses of MCAS and RCAS activity managers 
are separately displayed in Exhbiits III-36 and III-37, then 
Sembined in Exhibit III-38. As shown in Exhibit III-38, nearly 
one-fifth of all field activity managers who responded to the 
survey reported that they were not sure of the impact that 
centralized banking procedures have had on administrative 
workloading within their organizations. Of the remaining 210 
managers who rendered their beliefs, 96 (45.7 percent) asserted 
that centralized banking services have reduced administrative 
workloading at their activities, 111 (52.9 percent) reported 
no significant change in workloading, and only 3 (1.4 percent) 
reported that there had been an increase in workloading. By 
applying formula number five to these data, the following 
Statistical statements can be made: 

im For the entizxe population of MCAS and RCAS activity 
Managers who are certain about the affects that centralized 
banking services have had on their activities, between 39.0 
and 52.4 percent believe that administrative workloading 
has been reduced. 

2. For the same population, between 46.1 and 59.7 per- 
cent believe that there has been no significant change in 
administrative workloading. 

3. The rounded statistical range of those who believe 


meat workloading has increased is 0 to 3.0 percent. 
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Mmether or not administrative workloading has been 
reduced or has remained the same for a majority of all field 
activity managers 1s not statistically discernible from the 
above analysis. This is because field activity managers were 
so evenly divided in their beliefs that the construction of 
95 percent confidence intervals around the above responses 
Mees to yield a clearcut statistical majority. This is 
@videnced by the fact that the upper limit of both confidence 
intervals exceeds the fiftieth percentile. In situations 
such as this, it is possible to default to a lower level of 
confidence in predicting how the majority of the population 
of all field activity managers would respond to the above 
@uestion. In this instance, a statistical majority can be 
achieved by lowering the confidence level used in formula 
number five from 95 percent to 60 percent. However, to do 
this would be the same as merely saying that there 1s a 
Slightly better than even chance that, if the entire popula-~ 
tion of field activities were polled, a majority of managers 
would report that there has been no significant changes in 
workloadins. 

In quantifying their responses to question number fourteen, 
lt can only be said that field activity managers were fairly 
evenly divided as to whether or not field activity workload- 
ing has been reduced or has remained the same since the 
implementation of centralized accounting and banking procedures. 


It can also be asserted that only a negligible portion of the 
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population believe that workloading has increased since the 
implementation of centralized banking procedures. 

Meehabits 1ii-39 through III-41 summarize field activity 
responses to questions 17 through 19 of the author's survey, 
which were designed to measure the effectiveness of the Touch 
Pay payroll accounting system from the standpoint of field 
activity users. In question number 17, managers with instal- 
led Touch Pay systems were asked to identify the extent to 
which these installations have eased the clerical burdens of 
payroll accounting within their activities. Their responses 
to this question are tabulated in Exhibit III-39. As shown 
in this exhibit, 143 managers rendered decisive responses to 
this question while 21 managers were not sure whether or not 
the Touch Pay System has eased the clerical burdens of pay- 
roll accounting. Of those managers who were decided in their 
beliefs, 85 (58.6 percent) indicated that the TPS has greatly 
Beauced the clerical burdens of payroll accounting, 35 (24.1 
percent) believe that TPS has slightly reduced clerical bur- 
dens, and 25 (17.3 percent) believe that clerical burdens 
have actually increased since the installation of TPS. From 
this data, the following statistical statements can be made 
for those field activities where TPS is presently installed: 

1. Between 50.6 and 66.6 percent of all managers who 
are decided in their opinions towards the TPS believe that 
it has greatly reduced the clerical burdens of payroll 


mecounting within their activities. 
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Ee Setween 1/.1 and 31.1 percent believe that the 
clerical burdens of payroll accounting have been slightly 
Beauced through the installation of the TPS. 

3. Between 11.1 and 23.5 percent believe that the TPS 
mas increased the clerical burdens of payroll accounting. 

From the above analysis it can generally be stated that 
Mee TFS has greatly reduced the clerical burdens of payroll 
accounting at a majority of the activities where it is 
presently installed. An overwhelming majority of managers 
would agree that the implementation of TPS has at least 
Slightly reduced the burdens of payroll accounting. Those 
who believe that the clerical burdens of payroll accounting 
have increased are among a decided minority within the total 
population of all activities where the TPS has been installed. 

In question number 138 of the author's survey, managers 
with installed Touch Pay systems were asked to indicate 
whether or not the TPS has greatly reduced accounting ef- 
Forts associated with tne vreparation of year-end W-2 forms. 
AS shown in Exhibit III-40, 146 managers provided decisive 
responses to this question while 20 managers indicated that 
they were not sure as to whether or not accounting efforts 
associated with W-2 form preparation have been reduced. 
Among those managers who were decided in their beliefs, lll 
(76.0 percent) agreed that the TPS has greatly reduced 
accounting efforts associated with the preparation of year- 


end W-2 forms while 35 (24.0 vercent) disagreed. By applying 
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muemula number five to these data, the following statistical 
statements can be made: 

Mm For the entire population of all field activity man- 
agers who are decided in their beliefs toward the Touch Pay 
System, between 69.1 and 82.9 percent believe that the TPS 
has greatly reduced year-end accounting efforts associated 
with the preparation of W-2 forms. 

2. For the same population, between 17.1 and 30.9 percent 
believe that the TPS has not greatly reduced year-end account- 
ing efforts associated with the preparation of W-2 forms. 

In the opinion of the author, the above analysis speaks 
for itself. Clearly, for those activities where the TPS is 
presently installed, a substantial majority of managers 
believe that the system has, in fact, greatly reduced year- 
end accounting efforts associated with W-2 form preparation. 

Question number 19 asked field activity managers to 
State whether or not the TPS has significantly reduced the 
accounting and administrative burdens of conforming to 
Department of Defense (DOD) wage policy guidelines. Again, 
this question was specifically included at the request of the 
Director of NAFAS, who stated that one of the primary objec- 
tives of the TPS was to relieve field activity managers and 
bookkeepers of the responsibility for keeping abreast of and 
interpreting the many detailed and frequently confusing wage 
regulations associated with government payroll accounting. 


Field activity personnel are relieved of this responsibility 
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“pecause the TPS computer program incorporates DOD wage policy 
guidelines, and is updated to reflect the most recent changes. 
[146] 

As shown in Exhibit III-41, a large percentage of field 
managers reported that they are not sure as to whether or 
mot the TPS has Significantly reduced the administrative 
burdens of conforming to DOD wage policy guidelines. Of the 
118 managers who were certain in their responses to this 
question, 66 (55.9 percent) reported that the TPS has signif- 
icantly reduced the administrative burdens of conforming to 
DOD wage policy guidelines while 52 (44.1 percent) reported 
that it has not. Based on these responses, the following 
statistical statements can be made: 

1. For the entire population of all field activity man- 
agers who are certain in their beliefs as to whether or not 
the TPS has reduced the administrative burdens of conforming 
to DOD wage policy guidelines, between 46.9 and 64.9 percent 
Believe that it has. 

2. For the same population, between 35.1 and 53.1 per- 
cent believe that the TPS has not reduced the administrative 
burdens of conforming to DOD wage policy guidelines. 

As shown in the above, whether or not a majority of all 
Managers whose field activities have installed TPS's actually 
believe that these systems have reduced the burdens of con- 
fOrming to DOD wage policy guidelines is not statistically 


@iscernible at a 95 percent level of confidence. However, a 
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clearcut statistical majority favoring the TPS can be achieved 
by lowering the confidence level used in formula number five 

Mm 78 percent. In terms of mathematical probability, this is 
tantamount to saying that, if the entire population of 
managers were polled, there is a 78 percent chance (about 
three chances in four) that a majority of managers would 
report that the TPS has reduced the burdens of conforming to 
DOD wage policy guidelines. 

Based on the data contained in Exhibit III-41, it can 
generally be stated that a large number of field managers 
whose field activities have installed TPS's are uncertain as 
to the improvements that have been made in conforming to DOD 
wage policy guidelines. Those who are certain in their 
beliefs are fairly evenly divided as to whether or not im- 
provements have been achieved in this area. With a medium 
amount of statiStical risk, it can be asserted that a majority 
of field activity managers would probably agree that the TPS 
has reduced the administrative burdens of conforming to DOD 
wage policy guidelines. 

Exhibits III-42 and III-43 respectively display the 
responses of MCAS and RCAS activity managers to question 
number 22 of the author's survey, which asked them to identify 
the extent to which the centralized accounting, banking, and 
payroll services provided by NAFAS have either contributed to 
or detracted from management flexibility within their 


Organizations. In poSing this question, the author 
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specifically avoided the assignment of any formal definition 
Bethe concept of “management flexibility." In so doing, 

this question was purposely intended to be broad, mostly 
perceptual in nature, and designed to elicit overall attitudes 
me field activity managers toward the products and services 
meovided by NAFAS. As defined by the author, a product or 
service which provides management flexibility is one which 
achieves timesavings, requires a minimal amount of internal 
effort to support, and provides information that would other- 
wise not be available to management personnel. However, it 
should be recognized that each manager probably has his or her 
Own unique perceptions as to what the term "management 
flexibility" actually means. 

The combined responses of MCAS and RCAS field activity 
Managers to question number 22 are summarized in Exhibit 
III-44. By applying formula number five to the data contained 
in this exhibit, the following statistical statements can be 
made: 

1. For the entire population of all MCAS and RCAS field 
Bctivity managers, between 45.1 and 59.1 percent believe that 
the services provided by NAFAS have significantly contributed 
to management flexibility within their organizations. 

2. For the same population, between 24.6 and 37.6 per- 
cent believe that management flexibility has slightly 


mnereased. 
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oe Peeween 7.2 and 16.2 percent of all field activity 
Managers believe that management flexibility has been Strgnely 
reduced. 

4. Between 2.0 and 8.2 percent believe that management 
flexibility has been greatly reduced. 

From the above analysis, it can conservatively be stated 
that a substantial majority of all field activity managers 
believe that the various services provided by NAFAS have 
either greatly or slightly contributed to increased manage- 
ment flexibility at the local level. By combining responses 
A and B in Exhibit III-44, it can be predicted with 95 per- 
cent confidence that between 77.9 and 88.4 percent (roughly 
five-sixths) of all field activity managers would agree that 
management flexibility has improved. By combining responses 
C and D it can be statistically predicted that between 11.6 
and 22.6 percent (roughly one-sixth) of the entire population 
of all field managers believe that management flexibility 
has been reduced. 

Unlike other questions that were posed in the author's 
Survey, question number 15 is unique in that it was not 
Specifically designed to measure either the efficiency or 
effectiveness of the products and services provided by NAFAS. 
Instead, the purpose of this question was to determine whether 
Or not field activity managers would support the claim by 
NAFAS officials that, prior to the implementation of central- 


mzea banking procedures, forty percent of all local bank 
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Mecounts were never reconciled by field activity managers 
meayor bookkeepers (see Exhibit III-2). Field activity 
responses to question number 15 are aggregated in Exhibit 
TII-45. By applying formula number five to the data contained 
in this exhibit, the following statistical statements can be 
made with 95 percent confidence: 

1. For the entire population of all MCAS and RCAS field 
activity managers, between 64.7 and 76.0 percent would claim 
that local bank accounts were reconciled on a monthly basis 
Prior to the implementation of centralized banking procedures. 

2. Between .5 and 4 percent would claim that local bank 
accounts were reconciled less often than monthly. 

Be SBetween 0 and 2.5 percent of all field activity 
Managers would claim that local bank accounts were never 
reconciled. 

4 Between 20.8 and 31.6 percent would report that they 
were not sure of the frequency with which local bank accounts 
were reconciled porior to the implementation of centralized 
banking procedures. 

Based on the above analySis, a Statistically small per- 
centage of all field activity managers would be likely to 
report that their own local bank accountsS were never rec- 
onciled prior to the implementation of centralized banking 
procedures. This is inconsistent with the claim made by 
NAPAS that, prior to the implementation of centralized bank- 


ing procedures, 40 percent of all local bank accounts were 
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never reconciled. In discussing this problem with NAFAS 
@eticials, the author was advised that their claim was 
soundly supported by documented evidence that had grown out 
of training and assistance visits to various MWR field 
Metivities. [147] 

In the opinion of the author, the disparity between field 
@ctivity responses to question number 15 and the data that 
were previously developed by NAFAS serves as a stark reminder 
ef the inherent risks and analytical weaknesses that can 
typically be associated with almost any questionnaire type 
Survey. In this instance, it 1S possible that the disparity 
between field activity responses and NAFAS's previously 
developed data can be attributed to any combination of the 
Bellowing: 

1. As previously mentioned, the use of 95 percent con- 
fidence intervals in making statistical predictions about the 
entire population of all field activity managers inherently 
implies that there is a five percent risk that those predic- 
tions will be wrong. Out of a worldwide population of 695 
activities, 256 managers responded to question number 15. 
Although statistically improbable, it is possible that a 
very large number of field managers who elected not to respond 
to the author's survey would have chosen response C to 
Guestion number 15. 

2. As shown in the foregoing statistical analysis of 


meni bit TIT-45, there is a 95 percent chance that, if the 
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entire population of all field activity managers were polled, 
up to 31.6 percent would conceivably state that they were 

not sure how frequently local bank accounts were reconciled 
prior to the implementation of centralized banking procedures. 
It 1s therefore possible that a large percentage of those 
meeivaities who previously failed to reconcile their local 

bank accounts are now managed by individuals who are not sure 
Menthe prior periodicity of local bank reconciliations. 

3. Lastly, and hopefully the least likely, the possibility 
exists that field activity managers were not completely honest 
or objective in responding to question number fifteen. It is 
possible that they may have either been unwilling to admit 
that their local bank accounts were never reconciled or that 
they were really not sure and merely hazarded a guess as to 
meme prior eae ey of bank account reconciliations based 
mm current practices. 

In quantifying field activity responses to the pro forma 
gQuestions that were posed by the author, the above analysis 
of question number 15 was intentionally presented last to 
highlight some of the pitfalls that are potentially present 
Bn any survey of this type. The purpose of doing this was 
mee tO discredit the statistically proven analytical methods 
that have been employed in this section but rather to em- 
phasize the fact that any survey of this type 1s unavoidably 
Gerendent on the extent to which survey participants are 


both objective and conscientious in selecting their responses. 
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Meecless to say, the extent to which they have or have not 
been conscientious in selecting their responses is neither 
auditable or controllable. 

In concluding this section, it must also be emphasized 
that all analyses that have been undertaken thus far have 
been directed only toward determining how field activity 
managers view various aspects of NAF accounting, banking, and 
payroll systems. The underlying reasons for their views 
(e.g., why they feel the way they do) is discussed in the 


following section of this chapter. 


D. SUBJECTIVE ANALYSIS OF NARRATIVE RESPONSES 

The purpose of this section 1s to briefly identify and 
discuss observed trends in the narrative survey responses 
that were provided by field activity managers. As demon- 
Strated in Exhibit III-l, the author's questionnaire heavily 
solicited narrative remarks from survey participants in an 
attempt to get them to fully explain their views and to fur- 
ther specify what they presently like or do not like about 
centralized accounting, banking, and payroll systems. This 
was done to enable the author to subjectively quantifv the 
most prevalent thougnts of survey participants and to pass 
them along to NAFAS for follow-on review, analysis, and, in 


the case of predominantely adverse comments, possible 


remedial action. 
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In quantifying the wide variety of narrative responses 
that were provided by field activity managers, the following 
convention was typically followed: 

™ WNerrataverresponses to each question were collated by 
transcribing them onto separate worksheets so that they could 
be collectively analyzed on a side-by-side basis. 

2. Categories were established for responses that were 
obviously similar in nature. 

3. Categories with the largest numbers of identifiable 
responses were selected for discussion in this analysis. 

In adopting the above convention, it was recognized that 
a number of equally important but less frequently occurring 
views and problems would go unmentioned in this study. How- 
ever, any attempt at sharing all of the comments and problems 
that were provided by survey participants would have caused 
this study to grow to unmanageable proportions. 

In question number one of the author's survey, field 
activity managers were asked to identify the primary causes 
mer G@elays in the mailing of accounting source documents to 
MAPAS at the end of each accounting month. The four most 
frequently cited reasons for delays were: 

1. Extending and reconciling end of the month 
inventories. 

2. Bottlenecks in the flow of paperwork at the local 
level. 


a weelek Gf Geeth and/or quality in local staffing. 
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4. Whether or not the end of the accounting month falls 
on a holiday or weekend. 

The time required to conduct end of the month inventories 
was by far the most frequently given cause for delays in 
Mailing accounting source documents to NAFAS. This problem 
was most heavily reported by MCAS activity managers, partic- 
ularly those who carry large inventories but have a minimum 
number of trained personnel on hand to assist in end of the 
Month stock verifications. In addition to the sheer volume 
of items that must be inventoried at the end of each account- 
ing month, added delays are caused by the requirement to 
reconcile Hiseresancies between on hand stocks and local 
accounting records. In some instances, resolving these dis- 
crepancies requires a substantial amount of investigation, 
backtracking, and contributes to further delays in completing 
“the inventory. 

As indicated above, the second most frequently cited 
reason for delays in the submission of accounting source 
documents were bottlenecks in the flow of paperwork at the 
Preid activity itself. These bottlenecks occur for a variety 
of reasons and appear to be most acute at installations where 
the accounting source documents of several local activities 
are funneled through a single accountant, bookkeeper, or 
Central Accounting Office. At installations where the ac- 
counting function is centralized, delays in the submission 
of accounting source documents to NAFAS are reportedly caused 
by: 
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Mm ie corresponding failure of one or more activity 
Managers to submit accounting source documents on time. 

2. The discovery of errors in accounting source documents, 
which requires that they be sent back to their originating 
Mecivity for correction. 

3. Logistics problems associated with transporting source 
documents back and forth between the originating activity and 
Sentral accounting office. 

4. An end of the month surge in workloading which is 
typically placed on accounting personnel in attempting to 
process tne source documents of several activities. 

Regardless of whether or not local accounting functions 
are centralized, paperwork bottlenecks occur for a ae 
of other reasons. Among them is the previously mentioned 
problem of inventory balancing, which causes the submission 
of source documents to be delayed. At other installations, 
there is either no bank on base or banking hours are such 
that corresponding delays are experienced in the preparation 
and submission of bank deposit slips and the Daily Activity 
Record Summary (DARS). At remote installations, delays are 
sometimes caused by the infrequency of outgoing mail runs. 
Lastly, a few survey participants reported that the submis- 
Sion of accounting source documents to NAFAS was purposely 
Mechheld at the end of the accounting month until local 
financial statements could be prepared on behalf of their 


eommanding Officers. 
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fniewenara most commonly cited reason for delays in the 
Submission of end of the month accounting reports was a lack 
of depth and/or quality in local staffing. The following 
are representative of the types of staffing problems that 
were identified: 

1. As previously mentioned, operational staffing levels 
at some activities do not support the rapid completion of 
end of the month inventories and therefore contribute to 
corresponding delays in source document submission. 

2. At some installations, operations are so small that 
a Single individual is responsible for all functions within 
the activitv, including purchasing, receiving, selling, and 
bookkeeping. In these situations, source documents are 
completed and forwarded as soon as time permits. 

3. At some activities, local accounting is performed by 
part-time, outside bookkeepers. Whether or not source 
documents are submitted in a timely manner depends largely on 
how seriously the bookkeeper views the urgency of his or her 
submission. 

4. For individual activities with full-time bookkeepers 
Or accountants, accounting source documents are rarely 
delayed for administrative reasons. When occurring, delays 
are normally the result of an illness or turnover in 
bookkeepers. 

5. As previously mentioned, when the accounting functions 


of several activities are consolidated, delays in submission 
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of accounting source documents are sometimes caused by the 
fact that centralized staffs are too small to handle end of 
the month surges in workloading. 

6. High turnover rates and the corresponding requirement 
Bo retrain new personnel recurringly cause delays in the 
submission of accounting source documents at remotely located 
installations. 

The fourth most frequently cited reason for delays in the 
Submission of accounting source documents to NAFAS was whether 
@e not the end of the accounting month happens to fall ona 
weekend or holiday. Obviously, this adds to the number of 
calendar days beyond the end of the month reporting period 
that are required to get accounting source documents into the 
Mail, since holidays and weekends are normally non-working 
davs. 

Although the primary causes for mailing delays have been 
separately examined and discussed in the above paragraphs, 
it is not uncommon for some field activities to experience 
more than one of these problems at the same time. When this 
happens, delays in forwarding accounting source documents 
to NAFAS are compounded. 

As shown in Exhibit III-3, question number three of the 
author's survey was divided into three parts (A through C). 
In preceding sections of this study, responses to Part A 
were quantified and statistically analyzed to determine the 


percentage number of all field managers that are required 
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tO meet with their Commanding Officers or immediate superiors 
BOllowing the end of each accounting period to discuss the 
memancial Status of their activity. In Part C of this ques- 
tion, those managers who had reported that they were not 
required to meet with their superiors following the end of 
each accounting period were asked to specify the alternative 
frequency with which they do meet with them. The three most 
frequently given responses were: 

im Quarterly 

2 Momthily 

3. Weekly 

These responses were surprising to the author, shed 
meeational light on the actual periodicity with which field 
activity managers meet with their superiors, and revealed 
previously unforeseen weaknesses in the wording of Part A 
to question number three. In constructing this question, 
the author assumed that those managers who met with their 
Superiors on a monthly or more frequent basis would auto- 
Matically select a "Yes" response to Part A. Based on the 
Narrative responses which they provided in Part C, their 
failure to do so appears to have been attributable to either 
of the following reasons: 

1. They simply misread the question. 

2. Although they are actually required to meet with 
their superiors on a monthly or more frequent basis, scheduled 
meetings are not necessarily keyed to the end of the account- 


ing period. Instead, they are keyed to other events such as 
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the ultimate arrival of accounting reports from NAFAS, 
Recreation Council Meetings, luncheons, or they merely result 
from a frequent, informal, and ongoing dialogue between the 
manager and his superior. 

Whatever the reason, the failure of field activity managers 
to respond in the intended manner to question number three 
Significantly distorted the data shown in Exhibit III-12 and 
the author's previously conducted analysis of that exhibit. 

It should be recalled that the author expressed surprise in 
mvow member (between 51.6 and 63.5 percent) of field activ- 
ity Managers that were required to meet with their superiors 
following the end of each accounting period. The narrative 
responses that were provided in Part C of question number 
three largely explain why this number was so low. 

Had they responded in the intended manner, 57 additional 
Managers would have chosen’‘a "Yes" response to Part A of 
Guestion number three, and there would have correspondingly 
been 57 fewer "No" responses. This would have elevated the 
mumiper of "Yes" responses contained in Exhibit III-12 to 212 
(vice 155) and would have lowered the number of "No" respon- 
mee to 57 (vice 114). The impact of these changes is signif- 
icant and leads to the upwardly revised statistical prediction 
Bat, in reality, between 73.9 and 83.7 percent of all field 
activity managers are required to meet with their superiors 


following the end of each accounting period. 


288 





Mm, the Opinion of the author, responses to Part C of 
question number three served to dramatically underscore the 
importance of soliciting narrative commentary from those who 
@eetacipated in the field survey. In this instance, the 
amplifying remarks of participating managers identified 
important differences in their interpretations of question 
number three and prompted the revision of previously given 
Statistical estimates concerning the number of field activity 
Managers that actually meet with their Commanding Officers 
following the end of each accounting period. This was the 
Only instance in which the author was required to revise 
previously given statistical estimates based on supplemental 
Marrative responses. 

In question number four of the author's survey, field 
activity managers were asked to provide amplifying remarks 
to explain the reasoning behind their pro forma responses 
to this question, which addressed the impact that delays in 
receipt of NAFAS accounting reports have had on their 
usefulness. The most frequently given reasons for selecting 
their responses are discussed in the next two paragraphs. 
However, prior to reviewing them, it should first be men- 
tioned that nearly all field activity managers were clearly 
in agreement on two things. First, delays in the receipt of 
NAFAS accounting reports are always undesirable. Secondly, 
because of delays, nearly all managers find it necessary to 


prepare and maintain local accounting records and internal 
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meports in one form or another to complement the financial 
Meacements that are prepared by NAFAS. Many of them believe 
that they simply cannot afford to wait until NAFAS provides 
them with financial statements to determine how well their 
activity has performed during the previous accounting period. 

As previously indicated in the author's analysis of 
Meaibit Ili-15, a statistical majority of all field activity 
Managers believe that NAFAS accounting reports are extremely 
useful despite the fact that delays in their receipt cause 
Many of them to maintain local accounting records that par- 
allel those provided by NAFAS. From their amplifying remarks, 
the most frequently given reasons for this were: 

1. The financial statements provided by NAFAS enable 
managers to verify the accuracy of locally maintained records. 

2. Individual sections of the financial statements pro- 
Vided by NAFAS conveniently complement the financial state- 
ments and analyses that are generated locally. To this end, 
the self-sufficiency information that is provided in RCAS 
Operating statements was particularly lauded by RCAS activ- 
ity managers. 

3. The accounting statements provided by NAFAS serve as 
an aid in preparing budgets for the following fiscal year. 
This belief was predominantely supported by RCAS activity 
managers. 

In responding to question number four, managers who 


indicated that the usefulness of NAFAS accounting reports was 
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either partially, greatly, or wholly diminished by delays in 
Bheir receipt shared, with varying levels of intensity, the 
following beliefs: 

He. Delays either partially, greatly, or wholly diminish 
the usefulness of NAFAS accounting reports because they 
require that parallel accounting records be maintained at the 
local level. 

2. Because they are required to prepare their own finan- 
cial statements anyway, these same managers believe that 
NAFAS accounting reports are both redundant and unnecessary 
Because they provide little or no information that they don't 
already know or couldn't develop by themselves if they choose 
me do so. 

Narrative responses to question number four were surpris- 
ing to the author because they appeared to dramatically contra- 
dict previously analyzed pro forma responses to question 
mumber five (Exhibit II-29), in which a decisive majority of 
Managers had indicated that delays in MCAS and RCAS print- 
outs do not cause additional accounting and bookkeeping 
efforts at the local level. It was difficult to comprehend 
why sO Many managers report that delays in the receipt of 
NAFAS printouts do not cause additional accounting and book- 
keeping efforts when many of them were concurrently citing 
the requirement to maintain local accounting records as a 
result of those delays. The reasons for this paradox are 
largely explained in the narrative responses to question 


number five which are examined in the next paragraph. 
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In question number five, field activity managers were 
asked to provide amplifying remarks to further identify why 
delays in the receipt of NAFAS accounting reports either do 
or do not contribute to additional accounting and bookkeeping 
efforts at the field activity level that would otherwise not 
be required if the reports were received in a more timely 
manner. Invariably, managers who believed that delays do 
contribute to additional accounting and bookkeeping efforts 
cited the requirement to produce local accounting documents 
and reports to satisfy either their own or their Commanding 
Officer's requirement to persistently stay on top of the 
financial status of their activity. Whether specifically 


Stated or implied in their comments, the overriding belief 


ve by 


of those who rendered a "yes" response to question number 
five was that certain locally prepared accounting documents 
could be eliminated if NAFAS accounting reports were received 
in a more timely manner. In contrast, the following expe- 
riences were the most prevalent among the majority of managers 
who did not believe that delays in NAFAS accounting reports 
contribute to additional accounting and bookkeeping 
requirements: 

1. For many managers and/or their Commanding Officers, 
Bracking and analyzing the financial status of their activi- 
ties is a matter of ongoing "real-time" concern throughout 


the accounting period. Therefore, the requirement to prepare 


and maintain local accounting documents would not be 
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eliminated even if delays in the receipt of NAFAS accounting 
reports could be substantially reduced. Several managers 
Cited the requirement to prepare weekly and even daily "flash" 
memeus reports to their superiors, including end of the month 
profit and loss statements. 

2. For many managers, the preparation of local accounting 
documents does not appear to be a burdensome or time consum- 
ing task, which mav explain why so many of them believe that 
delays in accounting reports do not cause increased accounting 
and bookkeeping requirements. 

3. For some managers, delays in the receipt of NAFAS 
accounting reports generate no additional bookkeeping require- 
ments at all. This situation was reported by managers of 
Meell or highly solvent activities, managers who are not 
pressured to report the financial status of their activity 
to higher authority, and managers activities which have 
typically experienced minimal delays in the mailing and 
turnaround of accounting source documents to and from NAFAS. 

In question number seven of the author's survey, managers 
who had reported reductions in workloading as a result of the 
implementation of centralized accounting and banking pro- 
cedures were asked to specify the number of man hours that 
had beer saved at their activity. MCAS managers reported a 
BOtal savings of 198 man hours per day (or 24.75 billets) 
while RCAS activity managers reported a total savings of 158 


Man hours per day (or 19.75 billets). The combined savings 
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for both MCAS and RCAS activities was 356 man hours per day, 
which equates to 1780 man hours per week, or 92,560 man hours 
per year. 

It should be emphasized that the manhour savings enum- 
erated in the preceding paragraph represents the reported 
Savings of only 40 percent of the entire population of all 
MCAS and RCAS activities. As shown in Exhibit III-35, a 
total of 275 managers out of the worldwide population of 695 
resvonded to question number seven. From Exhibit III-35, it 
snould also be noted that a sizeable portion (16.0 percent) 
of those managers who responded to the author's survey were 
not sure as to whether or not the implementation of the MCAS 
and RCAS have reduced the number of accounting personnel at 
their activities. Accordingly, in reviewing the manhour 
reductions that were reported in the preceding paragraph, it 
Should be Kept in mind that a large portion of the worldwide 
population of all field activity managers is not accounted 
for. Although there is no way of substantiating such a 
eam, the actual manhour savings experienced by all field 
activities could easily be two to three times greater than 
Senat reported above. 

in the opinion of the author, the specific manhour savings 
reported in their responses to question number seven reiterated 
the importance of having requested amplifying information 
from survey participants. Based solely on their pro forma 


responses to question number seven, (Exhibit III-35), the 
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author was originally led to believe that reductions in the 
number of accounting personnel due to the implementation of 
the MCAS and RCAS were negligible because of the low percent- 
age of field activity managers who had reported general man- 
power savings. However, this approach masked the fact that, 
for those activities who did report manpower savings in 
question number seven, the savings were substantial. Based 
on the specific man hour savings cited above, the following 
would appear to be true: 

1. Personnel reductions caused by the implementation of 
the MCAS and RCAS are substantial when stated in terms of the 
number of manhours per year that are actually saved. 

2. Personnel reductions that have been achieved are not 
distributed evenly among all MCAS and RCAS field activities. 
Instead, a few activities have collectively experienced sub- 
stantial manpower savings while a majority of field activ- 
ities have experienced none. In general most savings have 
occurred at activities where accounting function was large 
me locally centralized to begin with. 

In question number eight of the author's survey, field 
activity managers were asked to identify the most frequent 
Bauses for errors in MCAS and RCAS accounting reports. The 
purpose of this question was to determine whether or not 
field activity managers would attribute most errors to the 
mocal preparation of accounting source documents or to 


accounting errors made by NAFAS. Nearly all managers who 
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responded to this question agreed that errors in NAFAS 
accounting reports were attributable to undetected input 
errors in the submission of local source documents. These 
errors were typically credited to local keypunch errors, 
transcribing errors, or other forms of human error such as 
simply using the wrong account numbers when completing 
source documents. 

In question number nine of the field survey, managers were 
asked to briefly amplify their thoughts concerning the extent 
to which MCAS and RCAS printouts have assisted them in the 
financial planning and management of their activities. As 
shown in Exhibit III-18, a decided majority of managers 
reported that MCAS and RCAS printouts were hishly practical 
and useful in planning and managing the finances of their 
activities. Among this majority, managers were overwhelmingly 
consistent in their belief that NAFAS printouts provide an 
mecellent historical tool for planning future budgets. This 
Opinion was repeatedly rendered by MCAS and RCAS activity 
Managers alike. The two other most frequently cited reasons 
ror the usefulness of NAFAS accounting reports generally fell 
into the following response categories: 

1. Managers found specific subsections of NAFAS account- 
ing reports to be extremely beneficial. MCAS managers were 
variously impressed by inventory turnover and cost of goods 
sold calculations. RCAS managers expressed satisfaction with 
the self-sufficiency information that is provided in RCAS 


accounting statements. 
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2. Other managers held that the primary value of the 
printouts is that they enable them to quickly review and 
emalyze a large amount of data in capsular form and, in so 
doing, enables them to detect and correct adverse trends 
Mmeenin their activity. 

The decidedly small minority of managers who reported 
that NAFAS printouts were of little or no practical value in 
responding to question number nine reiterated the themes: 

1. WNAFAS printouts are of little or no practical value 
because too much time elapses between the end of the account- 
ing period and their eventual receipt from NAFAS. 

2. Because of these delays, locally prepared accounting 
statements serve as the primary basis for local financial 
analyses. 

In previous sections of this study, the various account- 
ing reports which are produced by NAFAS were described in 
detail. In question number ten of the author's survey, 
field activity managers were given the opportunity to specify 
which reports or sections thereof they considered to be the 
least worthwhile. The purpose of this question was to enable 
NAFAS to assess whether or not eee should be 
modified to better accommodate the analytical needs of field 
activity managers. 

Of the 218 managers who responded to question number ten, 
148 (68 percent) stated that all sections of NAFAS's account- 


ing reports are worthwhile. RCAS activity managers were 
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nearly unanimous in this belief. Conversely, nearly all 
Seiticism was provided by MCAS activity managers, who repeat- 
edly expressed dissatisfaction for the year-to-date compara- 
tive analysis section of the MCAS operations statement. The 
basis for their dissatisfaction is discussed in the following 
paragraph. 

In part B of question number 11, field activity managers 
were invited to specifically comment on the usefulness of the 
Fund Solvency section of the MCAS Balance Sheet and Compara- 
tive Analysis Section of the MCAS Operations statement. As 
previously shown in Exhibit III-19, approximately two thirds 
of those MCAS activity managers who responded to the survey 
vouched for the usefulness of these subsections of the MCAS 
reporting system while approximately one-third reported that 
they were not useful. In their narrative responses to ques- 
tion number 11, MCAS managers were remarkably consistent in 
reiterating the same virtues and liabilities that were 
previously cited in their narrative responses to question 
number ten. Those who found the Fund Solvency Section and 
Year to Date Comparative Analysis Section to be useful 
analytical tools repeatedly cited their value in preparing 
budgets and the fact that these sections allowed them to 
maackly ascertain the financial status of their activity. 
Those who did not find them to be useful most frequently 


rendered the following criticism: 
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1. The Year-to-Date Comparative Analysis Section is 
neither useful nor fair because it attempts to compare the 
performance of all clubs against a uniform set of ideal 
operating standards. Many managers emphasized the fact that 
there are simply too many environmental differences between 
Clubs to realistically quantify the way they should operate. 
Examples of these differences included the location of the 
club, size of client population, size of facility, local wage 
scales and many other uncontrollable variables. 

2. Several managers reported disillusionment with the 
Comparative Analysis Section because of the arrow symbols 
(described in Chapter Two) that flag the requirement for 
"Management attention" whenever an account has an unfavorable 
variance. Most managers who were disenchanted with this 
feature cited the tendency of their eemencaia, OFF 6ee Or 
immediate superior to overreact to any unfavorable variances 
which were recorded in NAFAS's printouts, even though the 
operating standard for a particular account was, in the 
opinion of the manager, an unrealistic benchmark to begin 
with. 

3. A few managers argued against the usefulness of the 
Fund Solvency section of the MCAS balance sheet because they 
either didn't understand what it was supposed to be telling 
them, they were capable of computing it themselves, or 
eemoly didn’t find much practical use for it. 

In Part B of question number 12, RCAS activity managers 


were similarly asked to provide narrative comments concerning 
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mie wsefulness of the self-sufficiency information provided 

en RCAS accounting reports. As shown in Exhibit III-20, 

which summarizes their responses to Part A of the same ques- 
tion, Managers were nearly unanimous in the fundamental belief 
Emet the self-sufficiency information produced by NAFAS serves 
as a useful financial management tool within their respective 
Organizations. The most frequently given reasons for the 
usefulness of activity self-sufficiency information were that 
met : 

1. Provides immediate visibility to developing trends, 
positive or otherwise, within their organization. Enables 
Managers to take prompt action to correct undesirable trends. 

2. Enables managers to separately assess each department 
Sr program within their activity. 

3. Provides a valuable benchmark for setting goals 
meehin their activity. 

Lixe their MCAS counterparts, RCAS managers were consist- 
ent in their narrative responses to question number ten and 
12. Again, their beliefs and attitudes toward NAFAS account- 
ing reports were noticeably more positive than those of MCAS 
managers. 

mn the previows section of thas study, it was purposely 
noted that the pro forma responses of RCAS managers were 
Visibly more positive than MCAS managers. In the opinion of 
the author, narrative responses to questions ten through 12 


Beveal ome of the major causes for their differing attitudes 
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moward the centralized accounting products and services pro- 
vided by NAFAS. On the one hand, RCAS managers generally 
believe that the formatting of RCAS accounting reports is 
Simple, practical, non-threatening, and constructively 
tailored to fit scheir management needs. On the other hand, 
a large number of MCAS managers were clearly disenchanted 
with the expressed opposition to the basic formatting of 
MCAS reports, especially the Comparative Analysis Section of 
the MCAS Operations Statement, which many of them considered 
an unrealistic and sometimes counterproductive financial tool. 

In question number 13, field activity managers were asked 
to describe their two greatest frustrations with the Navy's 
centralized accounting system, excluding delays in the receipt 
of NAFAS accounting reports. The purpose of this question 
Was to provide still another forum for identifying problems 
associated with centralized accounting procedures and to 
compare responses to this question with others which were 
oreviously provided in the survey. In descending order of 
their occurrence, the following were the three most frequently 
reported grievances of field activity managers: 

1. Correcting accounting errors once they have been 
introduced into the centralized accounting system. 

2. Inadequacy of training support and technical documenta- 
tion associated with the centralized accounting system. 

3. The year-to-date Comparative Analysis Section of the 


MCAS Operations Statement. 
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Mn Ceomveying their foremost frustrations with the central- 
ized NAF accounting system, field activity managers were 
asked to exclude delays in the receipt of NAFAS accounting 
reports because there was little doubt that this would have 
been their most frequently reported grievance. Despite the 
fact that they were asked to exclude the problem of mailing 
delays, many managers chose to ignore the author's guidance 
and reported this as their number one grievance. In the 
Moanion of the author, this served to reinforce how strongly 
some managers feel about the problems created by delays in 
the receipt of accounting reports from NAFAS. 

As shown above, the inability to get accounting errors 
corrected in a timely manner was the most frequently cited 
grievance among managers who conformed to the author's 
Mir~dance. It is worth noting that this problem is also 
related to the larger problems of mailing delays and was 
most frequently addressed by managers of overseas activities 
where mail deliveries and telephone communications with NAFAS 
are less than optimal. Where accounting reports arrive 
between three to five weeks following the end of the account- 
Png period with errors in them, it sometimes takes several 
accounting periods to get these errors corrected. Some 
Managers stated that, despite their ability to communicate 
with NAFAS by telephone, delays in getting accounting errors 


resolved were unacceptably long. 
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The second most frequently cited grievance of field 
Betivity managers was the inadequacy of training support and 
technical documentation which accompany the centralized 
accounting system. This problem was most frequently reported 
by activities where the turnover in managers, accounting per- 
sonnel, or bookKeepers is unusually high and an ongoing 
requirement exists to train new personnel. Several managers 
reported that they themselves had experienced difficulty in 
gaining an awareness and understanding of all the rules and 
underlying reasons for currently existing accounting procedures 
because a comprehensive knowledge of the centralized account- 
ing system necessarily involves an awareness of many account- 
ing publications, including all previously published change 
transmittals to them. To this end, several managers reported 
lays Pumtnew>eceipt and Occasional non-receipt of critical 
emange transmittals to important accounting publications. 
mie problems of training support and technical documentation 
are discussed in depth in the author's subsequent analvsis 
of the narrative responses to question number 21 of the field 
Survey, which specifically addressed this issue. 

The third most frequently reported frustration with the 
centralized accounting system was the previously discussed 
Grievance among MCAS managers toward the non-validity and 
lack of value of the comparative analysis section of the 
MCAS Operations Statement. Having already discussed this 


problem at lencth, there is no need to reiterate it here 
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other than to say that MCAS managers were remarkably per- 
Sastent in communicating their beliefs on this subject. 

As shown in Exhibit III-3, question number 14 of the 
field survey was divided into three separate parts. Responses 
to Part Q, which queried field activity managers as to whether 
or not centralized banking procedures have reduced administra- 
tive workloading at the field activity level, were pre- 
viously analyzed and discussed in conjunction with Exhibits 
TII-36 through III-38 in the preceding section of this chapter. 
In Part B of this question, managers who had reported that 
administrative workloading had been reduced at their activ- 
ities through the implementation of centralized banking 
procedures were asked to approximate the percentage reduction 
in workloading that had been achieved. In Part C, these 
Same managers were asked to cite some of the tangible improve- 
ments which they had observed. Their narrative responses to 
Parts B and C of this question are summarized as follows: 

1. The average percentage reduction in workloading 
reported by those managers who have observed reductions in 
workloading at their activities subsequent to the implementa- 
tion of centralized banking procedures was 9.68 percent. 

2. Almost unanimously, the primary reason for reporting 
a reduction in workloading was that, under the centralized 
Banking system, field activity accounting personnel are no 
monger required to reconcile local bank statements on a 
monthly basis since this is automatically done for them by 


mhe MCAS and RCAS. 
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Given the fact that centralized banking procedures have 
eliminated the requirement for field activity personnel to 
reconcile their own local bank accounts, the author was sur- 
prised by the large number of managers who responded to Part 
A of question number 14 by reporting that there has been no 
Significant change in administrative workloading at their 
activities. The reasons for responding the way they did are 
partially explained by their narrative responses to question 
number 16, which are discussed in the following paragraph. 

In question number 16, field activity managers were 
asked to provide a brief narrative description of what they 
believed to be the greatest deficiencies and/or frustrations 
associated with centralized banking procedures. Of the 193 
Narrative responses that were provided to this question, 84 
Managers (43.5 percent) stated that they had no frustrations 
whatsoever with the centralized banking procedures that are 
presently in place. The remainder of the managers who res- 
ponded to this question emphasized the following deficiencies 
and frustrations with current banking procedures: 

im Dae Wemoth of time that is wequwired for cancelled 
checks to be returned to the field activity is, in many 


instances, inordinately long. Many activities reported 





that it sometimes takes several months for cancelled checks 
which have been written by them to clear the banking system 
and be returned to their command. In the meantime, they are 


"left in the dark" as to the status of these checks, which 
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becomes especially critical when non-payment is alleged by 
vendors. 

2. Check replacement and stop payment procedures were 
the second most freauently reported deficiencies of the 
centralized banking system. When a check is incorrectly 
Written at the local level and/or stop payment procedures 
are initiated for any reason, a replacement check cannot be 
drawn until authorization is received from NAFAS. Respond- 
ing managers variously reported that it can take two to six 
weeks to receive authorization from NAFAS to issue a replace- 
ment check. 

3. The third most frequently reported frustration with 
centralized banking procedures was that the underlying 
motives for the central banking system itself serve as a 
Major disincentive for thriving field activities to improve 
their local earnings. Many managers voiced strong opposition 
to the fact that they were not allowed to reinvest the 
interest earnings on their own profits in a manner that would 
allow their own activities to directly benefit from their 
personal management initiatives. Instead, as described in 
mae Dreceding chapter of this study, all prefits are pooled 
in the central bank, invested by NMPC 65, then redistributed 
to activities with the greatest need. Several managers stated 
the belief that this process has the combined affect of dis- 


couraging good managers and sustaining bad ones. 
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In the opinion of the author, the above grievances par- 
tially explain why, in selecting their answer to question four- 
teen, SO many Managers reported that there had been no 
significant change in administrative workloading since the im- 
plementation of centralized banking procedures at their 
activities. Based on their responses, it would appear that 
the timesavings which are achieved by not having to reconcile 
their own bank accounts are either partially or wholly offset 
by the disadvantages of not knowing the status of outstanding 
checks for extended periods of time and the absence of local 
authority to issue replacement checks. 

Narrative responses to question number 16 clearly revealed 
that, for many managers, the loss of interest aarnaniee due to 
mee centralized pooling of field activity profits is a highly 
emotional issue which, in the opinion of the author, may have 
influenced the way that manv of them responded to Part A of 
Guestion number 14. In all probability, managers disliking the 
basic, underlying motives for the centralized banking would 
have experienced great difficulty in objectively evaluating 
the administrative virtues of the system. 

In question number 20 of the author's survey field activ- 
ity managers were asked to identify the greatest deficiencies 
gee frustrations that they had exverienced with the "Touch Pay" 
Payroll accounting system (TPS). Of the 130 managers who 
provided narrative responses to this question, 41 (31.5 percent) 


Stated that there were no deficiencies in the TPS. Among 
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those managers who have experienced problems with the TPS, the 
following were the most frequently mentioned frustrations and 
grievances: 

ie mmhen Payroll errors occur, it is a difficult and time- 
consuming process to get them corrected. According to many 
Managers, errors frequently occur whenever there is a change 
in personnel status at thelr activity (such as new hires, 
transfers, wage increases) which necessitates the forwarding 
of an Employee Information Sheet (Exhibit II-61) to the TPS. 
umeeeme instances, errors in paychecks or the non-receipt of 
paychecks occur merely because of the lead time required to 
get new information into the system. In other instances, 
errors were blamed on TPS personnel for failing to properly 
keyounch new data into the system. | 

2. The second largest category of complaints were prob- 
lems associated with telephone communications between the 
field activity and the TPS. Many managers reported frequently 
that they were either interrupted or that the system was fre- 
Guently busy when attempts were made to access it. This 
problem was especially common to activities located outside 
of the continental United States. 

3. The third most frequently mentioned grievance with 
the TPS is that it generates excessive paperwork, both on the 
input and output side of the system. Several users alleged 
Maat the transmission of payroll accounting information 


requires a significant amount of administrative maintenance 
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and preparation, including the continuous flow of Employee 
Information Sheets to the TPS. Many of these same individuals 
Beso alleged that the output reports from the TPS provide more 
information than is either required or desired for local man- 
agement purposes. 

4. Both separately and as an adjunct to previously men- 
tioned grievances, many managers complained of the inherent 
information lag and mailing delays associated with the TPS. 
several reported the late receipt of paychecks following 
holidays and failure of the system to keep pace with requested 
Changes to the TPS data base. 

In objectively analyzing narrative remarks to question 
number 20, two additional trends were observed. First, sev- 
eral managers who presently like the TPS reported that they 
had experienced significant problems when the system was 
initially installed at their activity. Like many new systems, 
a substantial "learning curve" had to be overcome by system 
users. Since the TPS is relatively new at many activities, 
some of the problems that were cited in the survey may well 
be only temporary in nature. Another important trend is that 
Several managers readily admitted that their current griev- 
ances toward the TPS stem from the fact that, prior to the 
implementation of the TPS, automated payroll accounting sys- 
tems were already installed at their activities. Several of 
these managers claimed that the TPS has proven inferior to 


the demonstrated capabilities of their own local systems and 
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questioned the value of having to abandon them in favor of a 
less reliable system. 

In question number 21, field activity managers who found 
fault with training support and technical documentation pro- 
vided by NAFAS and NAVCOMPT were asked to provide narrative, 
amplifying remarks concerning the perceived inadequacies of 
current training programs and publications which govern the 
@entralized accounting, banking, and payroll systems. As 
shown in Exhibit III-23, one-fourth of all managers who 
responded to the Survev reported that the training support 
and technical documentation provided NAFAS and NAVCOMPT were 
inadequate. In their narrative responses, the most fre- 
quently reported deficiencies were: 

1. Accounting manuals and instructions, especially 
NAVSO P-3520, are difficult to understand and badly outdated. 

2. Accounting guidance is highly fragmented and scattered 
Over too many publications. 

3. Training assistance visits are infrequently provided 
and fail to keep pace with the rapid turnover in management 
and bookkeeping personnel at many activities. 

4. Due to local funding constraints, many activities are 
not able to send key management the formal management courses 
that are offered at NAFAS headquarters at Patuxent River, 
Maryland. 

Regarding the above problems, several field activity man- 


agers stated that ambiguities in current accounting guidance, 
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Bepecially that which governs payroll accounting and person- 
nel matters, have necessitated frequent phone calls to NAFAS 
and heavy reliance on supplemental notices and bulletins 

which are periodically authored by NAFAS. Several managers 
also maintained that current accounting doctrine needs to 

be updated to reflect current accounting procedures, then 
consolidated into one manual, and more clearly defined through 
Mae use Of additional and concise graphic illustrations. 

As for training support, several individuals discussed 
the combined frustrations of not being able to attend the 
formal management courses offered by NAFAS, the infrequency 
of training and assistance visits, and the absence of local 
training manuals or an understandable accounting handbook to 
assist them in their own program of self-instruction. Many 
of those expressed the desire to independently gain a better 
understanding of the underlying theory, doctrine, and account- 
ing reports associated with the centralized accounting, bank- 
ing, and payroll systems stated that inadequate training 
materials were not made available to them. 

Prior to concluding GtScussloOn oLeecuestlon number 21, 
it should be mentioned that, during the course of thesis 
research, the author also became frustrated by the inad- 
egquacies and discontinuities in current NAF accounting 
documentation. In bringing this problem to the attention of 
NAPAS officials, the author was advised that the Navy's 


handbook, Nonappropriated Fund Accounting Procedures 
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(NAVSO P-3520), was in the process of being revised and 
updated. Additionally, the author was provided with a series 
of newly developed, self-paced training courses by the Navy 
Special Services Administrative Activity (NSSAA), which 
greatly facilitated the author's understanding of centralized 
accounting and banking procedures. The author was advised 
that all field activities would eventually be provided with 
these newly developed, self-paced courses, which were being 
developed in recognition of the fact that training materials 
for the centralized accounting and banking systems required 
improvement. 

In question number 22 of the author's survey, field 
activity managers were asked to provide amplifying remarks 
describing the specific ways in which management flexibility 
has been altered as a result of the implementation of central- 
ized accounting, banking, and payroll systems at their 
activities. In the same question, they were also asked to 
state whether or not they would be better off if decentralized 
accounting, banking, or payroll services were reinstituted 
at thelr activities. 

As shown in Exhibit III-44, 83.2 percent of all field 
activity managers who responded to Part A of question number 
22 indicated that management flexibility had either signif- 
icantly or slightly increased as a result of the implementation 
me centralized accounting, banking, and payroll procedures 


at their activities. In keeping with their responses to Part 
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A of this question, narrative comments provided in response 
fo Parts B and C were equally positive. In responding to 
Part B, managers most frequently cited the following reasons 
for the increased management flexibility that has resulted 
from the implementation of centralized accounting, banking, 
and payroll systems: 

1. The services provided by NAFAS have reduced the need 
mer them to become totally involved in the details of local 
accounting and banking. This has allowed them more time to 
concentrate on program management rather than detailed fiscal 
management within their activities. 

2. The accounting reports which are produced by NAFAS 
provide, in concentrated form, a substantial amount of 
financial management information which field activity man- 
agers would either have to develop themselves or do without. 
Many managers lauded the comprehensive manner in which NAFAS 
accounting reports allow them to perform trend analyses and 
budget planning in much less time than if similar reports 
mea to be locally constructed. 

Ot ehe relatively small minority (16.6 percent) of man- 
agers who reported that the centralized accounting, banking, 
and payroll systems have reduced management flexibility at 
their activities, the following grievances were most fre- 
quently claimed: 

1. Several managers reiterated their strong opposition 


=O the loss of interest earnings on their own profits by 
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claiming that they had much more flexibility in managing 
their activities when they were free to locally reinvest their 
own earnings. 

2. A few managers claimed that the concurrent requirement 
BO support the centralized accounting, banking, and payroll 
systems in addition to ongoing local accounting requirements 
has added to their workloading and, therefore, reduced local 
Management flexibility. To this end, many of these same 
individuals made it a point to single out the TPS as the most 
timeconsuming, unwanted system that detracts from local 
Management flexibility. 

In part C of question number 22, field activity managers 
were asked if they favored a return to decentralized account- 
ing, banking, and payroll systems. Of the 177 managers who 
responded to this question, 125 (70.6 percent) stated that 
they were not in favor of reinstituting decentralized systems 
at their activities because it would increase local work- 
loading, increase overhead costs, and because many of them 
believe that the current system adequately services their 
financial management needs. Managers who were in favor of 
reinstituting decentralized accounting, banking, and/or 
payroll procedures rendered the following opinions: 

1. Eighteen managers stated that a return to decentralized 
accounting, banking, and payroll procedures would eliminate 
unnecessary duplicate accounting, allow for instantaneous 


Borrections of accounting errors, and/or provide the same 
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financial management information in a shorter amount of time 
mma at a lesser cost. 

2. Thirteen managers stated that they had no qualms with 
the centralized accounting and banking system, but strongly 
favored a return to decentralized payroll accounting procedures. 
Those who responded in this manner typically stated that either 
the mechanical or automated payroll systems that they were 
using prior to the implementation of TPS involved less work or 
were less troublesome. 

3. Eleven managers stated that they were in favor of 
returning to decentralized systems because they were better 
off when they were able to control and reinvest the interest 
earnings on their own profits. 

4. Three managers stated that they were in favor of 
retaining the centralized accounting system but preferred 
decentralized banking and payroll systems. 

5. One manager favored the reinstitution of decentralized 
accounting and payroll systems and continuation of the cen- 
tralized banking system. 

6. Six managers stated that they were either unsure about 
their beliefs on this subject or indicated that a shift back 
to decentralized systems would probably not have a dramatic 
affect on their current operations, one way or another. 

In questions number 24 and 25 of the author's survey, 
field activity managers were asked to provide information 


concerning their prior experiences with decentralized 


Sale 





accounting, banking, and payroll procedures and to indicate 
the number of personnel who are currently assigned to account- 
mag, banking, and payroll functions within their activities. 
Unfortunately, responses to these questions were so perfunc- 
tory that they had to be omitted from this analysis. Perhaps 
the most plausible explanation for the poor responses to these 
questions is that the author's survey was simply too lengthy 
and many managers become impatient in completing it. 

Despite disappointing responses to question number 24, 
the experience levels of survey participants can be analyzed 
uSing information provided in the "Activity Data Section" 

Of each questionnaire. Of the 217 persons who participated 
in the survey, 214 identified their rank (or rating level) 
and 213 identified the number of years that they have served 
as field activity managers. A summary of their relative 
seniority and experience levels is provided in Appendix I. 
Besed on the information contained in Appendix I, the follow- 
ing statements can be made: 

1. Of the 214 managers who identified their rank (or 
rating level), 155 (72 percent) were either Naval Officers 
@r no lower than a GS-9 on tne United States Civil Service 
Grading scale. 

2. Of the 213 managers who identified the number of 
years which they have served as field activity managers, 

147 (69 percent) have served at their activities for less 


than six years, while 105 managers (49 percent) have served 
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at their activities for less than three years. Conversely, 
only 35 managers (16 percent) reported having served as field 
activity managers for ten years or more. 

In the opinion of the author, the above statements Poand 
out two important points concerning the experience levels of 
survey participants. First, a substantial majority of survey 
Darticipants, were mid-level to senior grade managers. Sec- 
ondly, despite their seniority, the length of time that many 
of them have actually spent as field activity managers is 
Betatively short. Both of these points should be taken into 
consideration when evaluating the data contained in this 
meevey. In the opinion of the author, the latter of these 
Findings leads to the following conclusions: 

fi Senever among field activity managers, both civilian 
and military, appears to be high. 

2. In responding to several questions in the author's 
Survey, it would appear that many managers were forced to 
rely on the second-hand experiences of their fellow employees 
(e.g., bookkeepers and accountants) in making judgements 
meout the currently installed accounting, banking, and pay- 
roll systems. This is especially true of questions in which 
participating managers were asked to compare the relative 
effectiveness of current, centralized systems with previously 
used decentralized methods of accounting. Given the relatively 
Short amount of time that many of them have served in their 


current positions, it would not have been possible for them 
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to have personally observed the transition from decentralized 
to centralized systems unless they had previously worked in 
another "NAF-related" capacity. 

In concluding this chapter, it should be re-emphasized 
maet the purpose of this section has been to subjectively 
gGuantify the narrative comments of field activity managers 
in an attempt to gain a better understanding of the underlying 
reasons for the structured, pro forma responses contained in 
Section D. As shown, there were some instances in which 
narrative comments of field activity managers served to 
dramatically alter previously developed statistical conclusions. 
Obvious differences in the manner in which field activity 
Managers interpretec certain questions were also brought to 
eeht . 

In developing this analysis, a conscientious effort has 
been made to fairly represent the most prominent concerns and 
beliefs of MCAS and RCAS field activity managers. While it is 
recognized that the approach that has been taken in this 
Section is lacking in statistical and scientific purity, the 
author found the narrative comments of survey participants too 
valuable to omit them from this study. As a minimum, it is 
hoped that the contents of this section will serve to stimulate 
further research into problems which appear to be common to 


meny field activity managers. 
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iV. ESGNeLUS ION 


A. SUMMARY OF SIGNIFICANT FINDINGS 

The purpose of this section is to summarize what are 
considered by the author to be the most significant findings 
of this study. In the following section of this chapter, 
Emese findings are compared with the conflicting, a priori 
statements that were made at the omset of this study by the 
author's fellow students, field activity managers and senior 
NAF officials. They are also used as the basis for the 
author's conclusions and recommendations concerning various 
aspects of the Navv's centralized NAF accounting, banking, 
and payroll svstems. 

im the opinion of the author, the most significant find- 
ings associated with the centralized NAF accounting system 


ane : 


1. The accounting products and services provided by 
NAFAS complement local accountng efforts but are by no means 


a self-contained, substitutable alternative for them. 

2. The greatest frustrations which field activity man- 
agers have with the centralized accounting system are the 
inherent delays associated with the receipt of NAFAS account- 
ing reports following the end of each accounting period and, 
when occurring, the long lead time that is required to correct 


eecOunting errors. Due to time and distance factors, overseas 


activities are especiallv plagued by mailing delays. 
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3. Despite delays in their Eeceipe and occasional account- 
ing errors, the products and services that are provided by 
NAFAS are considered by most managers to be exc remeisy accurate 


and valuable financial management tools. 

4. On the whole, RCAS managers are more positive in their 
attitudes toward the centralized accounting system than their 
mMoAS counterparts. 

5. Although a majority of managers believe that the 
training support and technical documentation associated with 
the centralized accounting system is adequate, there is a 


demonstrated need for improvement in this area. 


6. The implementation of centralized accounting procedures 
Mee Cither greatly or partiaily reduced local bookkeeping 
@eeeduirements at a majority of field activities. 

7. Despite reductions in workloading at a majority of 
activities, actual personnel reductions have occurred at a 
small percentage of reporting activities. 

8. Despite the collective grievances that field activity 
managers have expressed for the centralized NAF accounting 
System, a decided majority of them do not favor a return to 
an exclusively decentralized accounting system. 

In the opinion of the author, the above findings are 
fully supported by the previously discussed narrative and 
Dro forma responses of those managers who participated in the 
field survey. For a variety of reasons, field activity 


Managers cannot exclusively rely on the centralized NAF 
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accounting system to service their local accounting needs. 
gaeche case of overseas activities, mailing delays alone 
prevent this from happening. In the case of many other 
activities, management preference and/or the marginal sol- 
vency of the activity itself dictates a "real-time" require- 
ment to track the exact accounting status of the activities' 
Operations on a day-to-day or week-to-week basis. Managers 
and/or Commanding Officers believe that they simply cannot 
Walt two to four weeks into the next accounting period to 
identify and take corrective actions on financially adverse 
developments within their activity. 

Although the accounting products and services provided 
By HAPAS are not a self-contained, substitutable alternative 
for local accounting efforts, a decided majority of managers 
believe that they provide valuable, supplementary financial 
management information which assists them in managing their 
operations. If for no other reason, NAFAS accounting reports 
are considered valuable by many managers because they pro- 
Vide an excellent tool with which to verify the accuracy of 
local accounting information. Furthermore, many managers 
like them because they provide concisely packaged, historical 
accounting information that not only allows them to rapidly 
gain additional insights into the problems of their activities, 
but also serves as an important aid in the budget planning 
Process. Despite delays in their receipt, NAFAS accounting 


reports appear to have a useful and highly meaningful purpose 
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in those areas of field activity management and accounting 
Meme are not particularly time sensitive. 

The fact that RCAS activity managers have a more positive 
attitude toward the centralized NAF accounting system than 
MCAS managers was thoroughly discussed in Chapter III of this 
study. As indicated, attitudinal differences between RCAS 
ame MCAS Managers are primarily driven by the fact that, in 
general, RCAS managers believe that NAFAS accounting reports 
provide a fairer and more meaningful representation of the 
@etvual financial status of their activities than their MCAS 
counterparts. 

In their narrative responses, MCAS managers expressed a 
highly discernible dislike for the Comparative Analysis Sec- 
tion of the MCAS Operations Statement, which many view as 
unfair measure of the true performance of their activities. 
Whereas RCAS activity managers are assigned variable perform- 
ance (self-sufficiency) targets based on the size and geo- 
Graphic location of their facilities, MCAS managers are 
measured against common performance standards that are 
prescribed at the headquarters level. These standards fail 
to adequately account for important environmental differences 
among activities such as local wage scales, commercial 
competition, and the size of the local military population 
whose patronage is being solicited. Another grievance among 
MCAS managers is that the formatting of the Comparative 


Analysis Section fails to identify a reasonable range of 
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performance tolerances, draws attention to only the negative 
trends in local operations, and lends itself to misinterpreta- 
meron by local Commanding Officers. 

The need to improve the training support and technical 
documentation associated with the centralized NAF accounting 
system is based on the author's own experiences, interviews 
mee Field activity managers, and the fact that 25 percent 
of all field activity managers who responded to question 
number 21 of the author's survey indicated that these areas 
were inadequate. As discussed in Chapter I of this study, 
the basic terminology and definitions which govern the NAF 
flow process as a whole are largely understandardized and 
perpetuate confusion as to their real meaning. [In addition 
to this, developing a clear understanding of both the NAF 
flow process as a whole and the centralized NAF accounting 
System 1s made even more difficult by the fact that current 
Meetrine 1S spread out over a variety of publications, instruc- 
tions, notices and bulletins. 

In their narrative responses to the field survey, managers 
who found the technical support associated with the central- 
ized NAF accounting system to be inadequate echoed the author's 
personal belief that the supporting documentation associated 
With centralized NAF accounting system was too fragmented and 
lacking in a sufficient number of clear, self-explanatory 
idllustrations. In this regard, the Navy's Accounting Handbook 


(NAVSO-P 3520) was frequently singled out as having too many 
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"Gray areas" that necessitate heavy reliance on NAFAS or other 
managers in initially developing a complete understanding of 
the NAF accounting system. 

As for training support, many managers lauded the profes- 
Sionalism and helpfulness of the training assistance visits 
provided by the Navy Special Services Administrative Activity 
(NSSAA) and the formal management courses that are offered at 
NAFAS headquarters. However, as discussed in Chapter III, 
local funding constraints prevent many activities from sending 
key personnel to the formal management course at NAFAS head- 
Quarters and the frequency of training assistance visits fails 
to keep pace with the rapid turnover of personnel at many 
Mearvities. In the opinion of the author, this situation 
further underscores the need to consolidate and explicitly 
document the technical details of eanteeees aeeountang 
procedures in a manner which is more readily understandable 
and accessible to neophyte users of the system. 

Responses to question number 23 of the field survey 
revealed yet another important weakness in the technical 
documentation and training support which are currently pro- 
vided to field activity managers. In their responses to this 
question, many managers indicated that their knowledge of the 
mission and goals of NAFAS and other aspects of the Navy's 
overall NAF flow process was limited. That few managers 
reported having a thorough, conceptual knowledge of the Navy's 


NAF flow process as a whole was of little or no surprise to 
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the author who, during the course of thesis research, found 
no published document that singularly tied the whole process 
together in a simplified and readily digestable form. In 
the opinion of the author, field activity managers should, in 
meecrer tO be the effective functionaries of a much larger 
process, have a much better understanding for the underlying 
reasons behind the systems and procedures that they are 
required to support. Current documentation leaves substantial 
room for improvement in this area. 

That the implementation of centralized accounting procedures 
Mes reduced workloading at a majority of field activities was 
demonstrated in Chapter III. Also shown was the fact that, 
while actual personnel reductions have been achieved by only 
a small percentage of reporting activities, total manhour 
Savings have been fairly impressive. The importance of these 
findings is two-fold. First, reductions in workloading caused 
by the implementation of centralized accounting procedures 
do not necessarily lead to corresponding reductions in 
perscnnel. Accordingly, reductions in workloading cannot be 
Simply measured by the number of jobs that have been 
eliminated. Secondiy, the affects which the centralized ac- 
counting system have had on personnel costs should be meas- 
ured in terms of the total, system-wide manhour savings that 
have been achieved and not based on the number of activities 
that have experienced reductions. This is because manhour 


savings are not uniformly distributed over all activities. 
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ma general, most real personnel reductions have occurred at 
installations whose accounting functions were large and/or 
locally centralized to begin with. 

In Chapter III it was also shown that, despite the 
grievances which they individually or collectively have for 
the centralized accounting system, a decided majority of field 
activity managers were not in favor of reverting to a purely 
decentralized mode of operation. Several managers did not 
favor such a move because they believed that it would require 
the hiring of additional accounting personnel and would in- 
crease overhead costs. Others stated that they had never 
been exposed to anything but the current, centralized system 
and were highly satisfied with the products and services 
which they are receiving. In nearly every instance, the 
Minority of individuals who favored a return to decentralized 
procedures did so because of their current inability to re- 
invest their own interest earnings on local profits and mail- 
ing delays associated with receipt of monthly accounting 
statements. 

In the foregoing paragraphs, Significant findings have 
been discussed as if the centralized NAF accounting system 
were totally unrelated to the centralized banking system. In 
reality, these systems are so closely interrelated that they 
are actually subsystems of a combined, centralized "accounting 
and banking" system. In many instances, findings which apply 


to one system also apply to the other. For example, mailing 
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delays are congruent in both systems since monthly banking 
statements are contained in the monthly accounting statements 
provided by NAFAS. Despite their close interrelationship, 
certain findings are unique to each system. In the opinion of 
the author, the following were the most important findings 
that were uniquely associated with the centralized banking 
system: 

1. Field activity managers are evenly divided as to 
whether or not centralized banking procedures have reduced 
workloading at their activities. 

2. In many instances, stop payments and check clearing 
procedures take an inordinately long time which substantially 
lowers user satisfaction with the system. 

3. Many field activity managers believe that the central- 
1zed pooling of interest income on local profits serves as a 
major disincentive to both profitable and unprofitable 
activities alixe. 

4. Although the centralized banking system has produced 
substantial earnings on behalf of Navy morale, welfare, and 
recreation programs, additional earnings could potentially be 
achieved through the use of "state-of-art" electronic cash 
transfer systems. 

Based on narrative survey responses, the author believes 
Piet the first two findings are related. While many managers 
believe that centralized banking procedures slightly reduce 


(oy less than 10 vercent) workloading at their activities, 
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an equally large number reported no noticeable improvements. 
In many instances, those who reported the latter expressed 
frustration with the inconveniences and uncertainties of the 
check clearing process, a lack of timeliness associated with 
stop payment procedures, and the absence of local authority 
to issue replacements for voided checks without the approval 
Me APAS. As previously discussed in Chapter III, it would 
appear that the economies which are achieved by not having to 
reconcile bank statements locally are either partially or 
wholly offset by these inconveniences. 

The dissatisfaction which many managers have for the 
centralized pooling of field activity profits was thoroughly 
discussed in Chapter III of this study. As previously men- 
tioned, the centralized pooling and redistribution of interest 
income on local profits serves as a disincentive to profitable 
Managers because of thelr inability to locally reinvest their 
own earnings. If they are already earning a profit, there 
is little or no reward for achieving even greater profits 
through skilled management and operational efficiency. Con- 
versely, unprofitable managers are provided little or no in- 
@encive for improving the financial position of their 
activities because they are either consciously or unconsciously 
aware that earnings from the centralized profit pool can be 
made available to keep their operations going. To verify 
whether or not field activity managers are justified in their 


thinking on this subject would require additional research 
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that 1S beyond the scope of this study. Rightly or WEONGLY ; 
many Managers who participated in the field survey maintain 
these views. 

The fourth and final finding associated with the central- 
ized banking system was discovered by the author while visiting 
meeAS headquarters in April, 1981. As described in Chapter II 
mea Clearly illustrated in Exhibit II~1l, current banking 
meocedures require that MWR field activities deposit all cash 
receipts into their local bank on a daily basis and forward 
both their Daily Activity Record Summaries (DARS) and bank 
deposit slips to NAFAS. These deposits remain in local bank 
accounts until the deposit slips and DARS are received and 
processed by NAFAS and a depository transfer check is initiated 
by the First National Bank of St. Louis. Depending on the 
frequency of outgoing mail deliveries and the geographic loca- 
tion of each activity, the transfer of local deposits into 
the central bank can take several days. Meanwhile, monies 
which are deposited locally are drawing interest at a lower 
rate than they ctherwise would be if their transfer into the 
central bank and subsequent reinvestment could be accelerated. 
Based on discussions with NAFAS employees and fellow students 
of the Naval Postgraduate School, the accelerated transfer of 
deposits could be attained through the use of modern, elec- 

monicpwecdem tramsfer systems. In the opinion of the author, 
alternative methods for accelerating the flow of deposits into 


ea@emrirst National Bank of St. Louis should be investigated. 


Bice 











In concluding this section, significant findings asso- 
Seated with the “Touch Pay" payroll accounting system (TPS) 
are discussed. In the opinion of the author, the most impor- 
tant findings were: 

1. For those activities where the TPS is currently 
installed, a majority of managers believe that it has substan- 
tially reduced the clerical burdens of payroll accounting, 
particularly year-end W-2 form preparation. 

2. Although a majority of managers believe that the TPS 
has reduced the clerical burdens of payroll accounting, there 
are many who also believe that the paperwork associated with 
the system could be further reduced. To this end, several 
managers alleged that they are currently receiving more out- 
put reports from the TPS than are required or desired for local 
Management purposes. 

3. The most common grievances that field activity man- 
agers have for the TPS are getting errors corrected within 
the system and poor telephone communications between their 
Metivities and the TPS. 

As described in Chapter II, the TPS produces a series of 
payroll reports and paychecks for nearly 20,000 NAF employees 
on a bi-weekly basis. It provides for the central collection 
of all employee benefits, makes automatic deductions for FICA, 
FUTA, and Federal and State Income Tax withholdings, and is 
programmed to automatically conform to DOD wage policy 


guidelines. Given the scope, complexity, and newness of the 


Si 





= oP ae 


syStem, it is not surprising that some activities are 
presently experiencing technical or procedural problems in 
adjusting to an entirely new way of doing business. That a 
majority of managers are already finding satisfaction with the 
system is, in the opinion of the author, a positive indica- 
tion that the system itself and the current TPS implementation 
strategy are effective and will more than likely improve as 


the program matures. 


B. CONCLUSIONS AND RECOMMENDATIONS 

ms Omtlined at the beginning of Chapter III, the under- 
lying motives for this study evolved from two entirely dif- 
ferent views concerning the efficiency and effectiveness of 
the centralized accounting, banking, and payroll systems that 
are operated and/or supported by NAFAS. On the one hand, 
Senior NAF officials generously lauded the many accomplish- 
ments of NAFAS and centralized systems by maintaining that 
they have: 

1. Generated substantial sums of money for additional 
investments in Navy morale, welfare, and recreation programs. 
2. Provided a much needed cash control element in the 

NAF flow process. 


3. Significantly reduced the workloading of field activ- 


ity bookkeepers by systematically removing various aspects of 
eccounting, banking, and payroll from the local level to a 


higher level. 
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4. Provided greater flexibility and more meaningful 
financial management information to system's users. 
On the other hand, fellow students at the Naval ROStgrad— 


uate School (with prior experience in NAF accounting) verbally 


alleged that: 


1. Because of the time delays associated with their 


meceipt, field activity Managers derive little or no practical 
value from the monthly financial statements that are provided 
by NAFAS. 

2. Late receipt of NAFAS accounting products causes a 
@uplication of effort at the field activity level. Managers 


must concurrently support local demands for financial manage- 
ment and accounting information while feeding accounting source 
documents into NAFAS. Accordingly, workloading has actually 


increased and not decreased as a result of centralizing the 


NAF accounting, banking, and payroll processes. 
Eeeeccmeealized accounting and banking procedures are 


especially frustrating to overseas activities due to mail 
delays and/or to activities that are not conveniently located 


mear a banking facility. 


4. hen Occurring ; errors in the centralized eyeleeibigheakigts 
and banking System take a long Bite mEOmCORreCtE. 


5. Because of inadequate training support, technical 





documentation, and/or their sheer dislike for the accounting 





information that is provided by NAFAS, many local commanders 
and field activity managers do not fully understand or make 
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use of all of the financial management information which is 
provided to them by NAFAS on a monthly basis. 

In the paragraphs that follow, specific conclusions con- 
cerning the centralized accounting, banking, and payroll sys- 
tems are developed and compared with the conflicting views 
!mat gave birth to this study. Additionally, recommendations 
are made by the author as possible improvements to these 
centralized NAF systems and procedures that are currently in 
place. 


meee L£irst Major conclusion of this study is that, 


Gespite the best intentions and efforts by NAFAS to provide 


eumely accounting services to field activities, additional 
improvements are needed. Fellow students of the Naval Post- 


graduate School were correct in alleging that mailing delays 


Meeeeetctrating to many field activity users and that they 


mumeiesnh both the efficiency and effectiveness of the ser- 
Meees provided by NAFAS. In the opinion of the author, the 


following improvements should be technically and economically 
evaluated as possible short term and long term solutions to 


mime more timely delivery of accounting information to field 


@etivities: 
i- Sierct term improvements: 
a. For overseas activities, end of the month account- 


ing reports should be transmitted via Becloreclceype Message. 


If need be, an abbreviated format should be used. 
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By FOr activities located in the continental United 

States, use of express mail deliveries should be evaluated. 
2. Long term improvements: 

a. All MWR field activities should be linked to 
NAFAS through some form of modern teleprocessing. For over- 
seas activities, the use of satellite links should be 
investigated. 

iieeee @@inion of the author, the substitution of distribu- 

tive teleprocessing for postal deliveries warrants serious 
evaluation. Under such a system, each field activity would 
be provided with a remote, interactive computer terminal and 
printer for the purpose of inputting accounting source data 
directly into NAFAS on a "real-time" basis and receiving back 
a variety of financial management information and accounting 
reports could be electronically transmitted to each field 
activity on request. An arrangement such as this could be 
made to fully service the immediate accounting needs of field 
activity managers while eliminating the requirement to manually 
process and mail thousands of accounting source documents and 
reports on an annual basis. It 1s common knowledge that, over 
the past ten years, the costs of computer technology have 
dramatically declined through commercial competition. In the 
Spanion Of the author, now is the time to begin evaluating 
State-of-the-art teleprocessing systems in terms of their 
current and projectec costs and potential benefits to the 


centralized NAF accounting system. In so doing, ail costs 
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that would be eliminated by teleprocessing should be factored 
into such an analysis. AS a minimum, these would include 
current costs of paper, envelopes, and the salaries of NAFAS 
personnel that would no longer be required (e.g., clerks, key- 


memch operators, etc.). 


Meee secOnd Major conclusion of this study is that, in 


ee form or another, duplicate accounting and financial report- 


ing are "fact-of-life occurrences" at most field activities. 
In proclaiming the various accomplishments of the centralized 
accounting system, senior NAF officials should keep this in 
Mind. Conversely, the increased administrative burdens that 
duplicate accounting and reporting have actually placed on 
field activity managers do not appear to be as dramatic or 
cumbersome as the author was initially led to believe by 
fellow students of the Naval Postgraduate School. 

As discussed in previous sections of this study, require~ 
Ments for duplicate accounting tend to be disproportionately 
blamed on the delayed receipt of NAFAS accounting reports 
following the end of each accounting period. In many instances, 
local management preferences and needs play an equally impor- 
tant or even greater role in the generation of duplicate ac- 
counting information. Again, the author's recommended 
solution to this problem is to install "real time," distribu- 
tive teleprocessing at each MWR field activity to enable 
managers to input into and draw upon a single set of accounting 
source data and to further enable them to call up their own, 


self-structured accounting reports as frequently as they desire. 
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3. The third major conclusion of this study is that 


fellow students of the Naval Postgraduate School were incor- 


rect in alleging that delays in the receipt of monthly finan- 
GCial statements from NAFAS cause field activity managers to 


derive little or no practical value from them. Although the 
overall efficiency and effectiveness of NAFAS products and 
services are diminished by mailing delays, a decided majority 
of field activity managers agree that a substantial amount of 
valuable, supplementary financial management information is 
Still obtainable from the monthly financial statements. 
Specifically, NAFAS accounting reports provide managers with 
@n excellent tool for verifying locally developed accounting 
information, gaining additional insights into the problems 

of their activities, and are useful in the planning of future 


budgets. 


Uke fourth major conclusion of this study is that 
eee 16 substantial room for improvement in the training 
Support and technical documentation that are currently being 
Mace avallable to field activity managers. To improve this 


Situation, it is strongly recommended that all publications, 
instructions, notices, and memoranda that now govern the 
financial management and accounting of Navy morale, welfare, 
and recreation activities be concurrently reviewed and updated 
by NAFAS, NSSAA, and the Office of the Navy Comptroller (NAV- 
COMPT) to: 


a. Ensure consistency of terms and definitions. 
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b. Eliminate as many unnecessary documents as pos- 
Bible through consolidation. 

c. Ensure that current policies and procedures are 
accurately and understandably set forth in writing. Wherever 
possible, visual aids such as diagrams and flow charts should 
be used to clearly illustrate organizational responsibilities 
ead accounting procedures, 

d. Explain the mission and purpose of the Navy's NAF 
flow process, including the sources and uses of Non-appropria- 
ted funds, the organization and mission of NAFAS and NMPC-65, 
and the philosophy behind and dollar benefits derived from 
Sentralized accounting, banking, and payroll systems. To 
Enis end, an expanded version of Chapter II of this study 
would provide an excellent tutorial for field activity man- 
agers who are relatively new in their jobs. 

As discussed in Chapter III, senior NAF officials are 
already aware of the need to pursue the above recommendations. 
As of this writing, the Navy's accounting handbook, Non- 
appropriated Fund Accounting Procedures (NAVSO P-3520), is 
in the process of being revised and newly developed, seif 
paced training courses are being prepared and distributed by 


the Navy Special Services Administrative Activity (NSSAA). 


- 


Sen casseaemayOr coneélusion of this study is that the 


Comparative Analysis Section of the MCAS Operations Statement 





Should be discarded and replaced with a reporting measure 





that more MCAS managers would be willing to use and support. 
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In their narrative responses, a few survey participants sug- 
gested that a more credible approach to measuring the perform- 
ance of MCAS activities would be to compare the actual perform- 
ance Of each activity during the accounting period with its 
approved budget for the same period. The theory behind this 
approach is that each activity's approved budget is essentially 
an approved operating standard that properly accounts for en- 
vironmental differences between activities such as size, 
location, competition, and other variables. The author con- 
Gurs with the underlying philosophy and credibility of this 


approach and recommends that it be used. 


6. Despite contrary allegations by students of the Naval 
Bestgraduate School, the sixth major conclusion of this study 


is that the implementation of centralized accounting, banking, 


and payroll systems has reduced workloading for a majority of 


field activities and has reduced the total number of accounting 
mae bookkeeping personnel that are required to support field 
activity operations as a whole. Although actual personnel 
reductions have been concentrated in a small number of 
activities (less than twenty percent of those surveyed) and 
therefore have not been visible to most field activity man- 
agers, substantial manhour savings have nevertheless been 
achieved. Based on the narrative and pro forma responses of 
most field activity managers, workloading and personnel 
reductions that have been claimed by senior NAF officials 


appear to be justified. 
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7. eeeee Seventh mayor conclusion of this study is that, 


despite the impressive profits that are being generated 
throuch the use of centralized/concentration Dome cme nOCecauses, 


further administrative and financial improvements should be 
undertaken. While senior NAF officials claim that current 
banking procedures Nave added a much needed cash control ele- 
ment to the NAF flow process, many field activity managers 
believe that the current system is administratively inefficient. 
As demonstrated in their narrative survey responses, current 
check clearing and stop payment procedures are considered by 
many managers to be untimely, an unnecessary usurpation of 
local authority, and tend to offset any advantages that are 
achieved by not having to reconcile their own local bank 
accounts. In the opinion of the author, NAFAS should investi- 
gate these problems and identify potential solutions for them. 
In this regard, the author believes that current procedures 
for administering the central bank system may be overly 
centralized relative to that which is actually required to 
achieve an effective cash control element within the NAF flow 
process. As a minimum, it is recommended that consideration 
be given to authorizing field activity managers to initiate 
stop payment and check replacement procedures without the 
Betor approval of NAFAS. 

As discussed in the author's significant findings, poten- 
tially larger earnings on field activity profits are believed 


to be attainable through a more rapid transfer of cash from 
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local banks into the central bank. Therefore, it is strongly 
recommended that NAFAS investigate alternative cash transfer 
methods whereby local bank deposits are automatically trans- 
Berred into the central bank on the day of deposit or no later 
than the day following deposit. In the opinion of the author, 
prospects for the implementation of a more rapid cash transfer 
System should be jointly reviewed with prospects for implement- 
ing "real-time," teleprocessing methods for accounting. There 
is little doubt that their combined implementation would 
greatly enhance both the efficiency and effectiveness of the 
current accounting and banking systems. Whether or not they 


are affordable is vet another matter. 


8. The eighth major finding of this study is that diffi- 
@elties in correcting administrative errors are a problem with 


all three centralized systems (e.g., accounting, banking, 
payroll). In the opinion of the author, there is no singular 
Or simple solution to solving this problem other than to sug- 
gest that NAFAS be consciously aware that the problem exists 
and to investigate complaints associated with each system on 
a case by case basis to determine what, if anything, can be 
done to more rapidly correct errors that have occurred. 

oe ine nawith Major conclusion of this study, is that, 
despite the individual and collective grievances that field 
activity managers have for the centralized accounting, banking, 
ema ipayvrell Services that are provided by NAFAS, a majority of 


them believe that these services provide increased management 
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Memibisity in their day to day operations. This conclusion 


substantiates similar previous claims by senior NAF officials. 


mee The tenth and final conclusion of this Secs Sect 
currently existing accounting, banking, and payroll procedures 
are peeterable to the decentralized methods that bn eceded 


them. This view is unanimously supported by senior NAF offi- 
Cclals and endorsed by a decided majority of field activity 
Managers. From a headquarters standpoint, current accounting, 
banking, and payroll systems provide for standardized, manage- 
able procedures that ensure systematic control over the collec- 
tion, investment, and balanced redistribution of increased 

NAF resources for the betterment of Navy MWR programs as a 
whole. Despite the individual grievances that many managers 
have for these systems, a majority believe that their basic 
financial management needs are being adequately serviced and 
that continuing with the present systems is preferable to an 
increase in local overhead and personnel costs that would 
likely occur in the event of a return to decentralized account- 
ing, banking, and payroll procedures. 

Pie Stated in the author's significant findings, most 
Managers who favor a return to decentralized systems do so 
because of their basic, philosophical disagreement over the 
centralized pooling of interest income on field activity 
profits. In so doing, their primary grievances with central- 
ized accounting, banking, and payroll systems are not attribut- 


able to specific shortcomings in the current products and 
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services that are provided by NAFAS. Instead, their frustra- 
tions are primarily directed toward Navy MWR policies as a 
whole. In Section F of Chapter II, the author previewed the 
need to segregate NAFAS~-related problems from the grievances 
that field activity managers might share for Navy-wide MWR 
peeteies in general. Although included as a significant find- 
ing in this study, it should be pointed out that senior NAF 
officials are already well aware of the dissatisfaction that 
some field activity managers have for the centralized pooling 
of interest income and that the setting of this policy was 

Mot Originated by NAFAS. As previously described, this policy 
was originated at the highest levels of the Navy in an attempt 
to preserve current MWR services for Navy members while making 


them less dependent on federally appropriated funds. 


C. CONCLUDING REMARKS 

Previously discussed findings, concluSions, and recommenda- 
tions are believed by the author to have substantial, individ- 
ual significance. However, their collective meaning is of 
equal or greater importance to this study. In the opinion of 
the author, the combined impact of previously stated findings 
and conclusions gives rise to the following broader 
conclusions: 

1. The accounting, banking, and payroll systems that are 
operated or sponsored by NAFAS are far from perfect. However, 


these systems and the procedures that govern them have 
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eerlectively contributed to substantial improvements in the 
Navy's NAF flow process in terms of increased revenues, man- 
hour savings, standardization, and increased qiuscrpaine 1m 
the overall management of the Navy's NAF resources. From a 


System-wide point of view, nearly all of the positive claims 
that have been made by senior NAF officials regarding the 
performance of these systems appear to be true, especially 
when indexed against the decentralized management and invest- 
ment methods that preceded them. 

2. Environmental differences between various MWR field 
activities are extremely important and should never be under- 
estimated by senior NAF officials. 

3. Within the resources that it commands, NAFAS has done 
a reasonably good job in delivering the most timely, accurate, 
and Beeteseecuntinc, banking, and payroll information that 
it can to field activity subscribers. However, the following 
improvements are believed to be attainable with existing or 
Slightly greater resources: 

a. Increased sensitivity to field activity problems 
through the development of a formal feedback mechanism (e.g., 
Simple reporting system) with which to monitor them. 

b. A reformatting of MCAS reports to provide a more 
credible and useable financial management tool. to field activ- 
ity subscribers. 

Green -anuedueottoreswtomemprove, then monitor the 


raining support and technical documentation that are provided 
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femeteld activities. Although much of this responsibility 
rests with NAVCOMPT and NSSAA, NAFAS is also a participant in 
Geis process. 

d. Improved communications with overseas activities, 
beginning with teletype communications as the first logical 
alternative to current reliance on overseas mail deliveries. 

e. Improved cash transfer methods between local banks 


mma the First National Bank of St. Louis. 


i) @eseVised banking strategy that eliminates of 
reduces field activity frustrations with stop payment and 


cancelled check procedures. As a minimum, these problems 
deserve a closer look. 

4. In the absence of major, system-wide hardware con- 
Bucumation changes, quantum improvements in the efficiency 
of the accounting and banking services that are currently 
provided by NAFAS should not be anticipated. 

In concluding this study, it should be reemphasized that 
the frequently disparate views of senior NAF officials and 
field activity managers concerning the efficiency and effec- 
tiveness of centralized NAF systems are largely the product 
Meeheir differing responsibilities and priorities within the 
Navy's NAF flow process. Each group has its own expectations 
and different methods for measuring the relative success or 
failure of these svstems. On the one hand, senior NAF offi- 
cials are driven to viewing the Navy's centralized accounting, 


banking, and payroll systems in collective terms by directing 
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their primary focus of attention and efforts toward the 
management, control, and generation of system-wide NAF 
resources. The proviSion of timely and accurate accounting 
and banking information to field activity managers is, in 
reality, a subsidiary goal or by-product of the larger goal 
to generate, invest, and redistribute these resources. As 
such, it must be accomplished with minimum expense so that 
the overall profitability goals of these systems will not be 
Gampened. From the field activity perspective, the system- 
Wide performance of the centralized accounting, banking, and 
payroll systems is understandably subordinate to the more 
immediate and presSing concerns for financial survivability 
and what these systems can do in solving local, financial 
Management problems. Because of this, and the fact that field 
activities collectively devote much of their time to support- 
ing these systems, it is not surprising that they place a 
high premium on the timely delivery of monthly financial 
Statements from NAFAS and view this as the primary reason 

for the existence of NAFAS. 

Poe Dr@babillity, it is unlikely that dramatic improve- 
ments in the efficiency of the Navy's centralized NAF systems 
Gam Be achieved in the absence of significant start-up costs. 
However, this likelihood should not lead senior NAF officials 
@® the predetermined conclusion that alternatives to presently 
Peeled systems are not worth investigating. In the opinion 


Gf te auther, an analysis of available alternatives to 
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Gurrently installed systems should be the first logical 
meilow-on to this study and should include the prospects for 
incremental, time-phased improvements as well as wholesale 
changes. 

Whether or not dramatic improvements in centralized NAF 
systems are economically attainable must logically be deter- 
mined from objective, cost-benefit analysis. In suggesting 
such an analysis, the author has by no means intended to imply 
that immediate changes of any kind will be the automatic 
outcome. However, it is firmly believed that properly con- 
ducted analysis would at least serve the purpose of forcing 
senior NAF officials to objectively evaluate the financial 
tradeoff between costs and increased efficiency, and to for- 
mally determine where their own priorities lie with respect 
to providing improved accounting and banking services to MWR 
Meteld activities. Having done this, the results of such an 
analysis should be formally communicated to field activity 
Managers, informing them of prospective improvements or 
educating them in the economic realities that preclude such 
improvements. In the opinion of the author, this approach 
would not only enable senior NAF officials to formally express 
an interest in field activity problems but would also lend 
itself to further educating field activity managers in the 
mission, objectives, and competing priorities within NAFAS 
and the uncgerpinnings of the Navy's NAF flow process as a 


whole. 
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APPENDIX A 


IMPORTANT DEFINITIONS ASSOCIATED WITH NAVY 
MORALE, WELFARE, AND RECREATION PROGRAMS 


Morale, Welfare, and Recreation (MWR) Activities. Those 
activities located on military installations or on prop- 
erty controlled (by lease or other means) by a Military 
Department or furnished by a DOD Contractor, which provide 
for the comfort, pleasure, contentment, and mental and 
physical improvement of authorized DOD personnel in terms 
of providing recreational and free-time programs, self- 
develooment programs, resale merchandise and services, or 
general welfare. MWR activities may be funded wholly 
with appropriated funds, primarily with non-appropriated 
funds, or with any combination of appropriated and non- 
appropriated funds. (Department of DefenSe Directive 
meseT2"0f 27 March 1978) 


Morale, Welfare, and Recreation (MWR) Programs. Mission 
Ssuppert actions, purposely designed for the comfort, 
pleasure, contentment, and mental and physical well-being 
of the service personnel, their dependents and other 
authorized personnel. (Department of Defense Directive 
imeeOm2 Gf 17 March 1978) 


Sale/Resale of Merchandise and Services. Pertains to the 
acquisition and resale of goods and services by MWR activ- 
ities or concessionaires. Specifically excluded from this 
definition are activity fees and charges. (Department of 
Defense Directive 1330.2 of 17 March 1978) 


Recreational Activities. Those activities involving all 
approved forms of leisure and social functions including 
be@a Recreation, Mess, and Club Activities. (Bureau of 
Meee Personnel Pnstruction 1710.11 of 11 Mareh 1974, 
Navy Special Services Manual) 


Recreation Funds. Recreation funds are nonappropriated 
funds which are created to provide support for recrea- 
tion programs and services. (Bureau of Naval Personnel 
Pistrwuertions1/7vO.11 of 11 March 1974, Navy Special 
Services Manual) 


Special Services Programs. Special Services Program is 
the term currently used in the Navy to identify the 
crogram originally called "Welfare and Recreation." It 
refers to the Recreation Program of the Navy. (Bureau of 
Meme Personnel Instruction 1710.11 of 11 March 1974, 
Navv Special Services Manual) 
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Recreation Activities. Recreation activities are the 
elements in the recreation program such as bowling, golf, 
Geemis, swamming, crafts, music, fishing, etc. (Bureau of 
Weel Personnel Instruction 1710.11 of 11 March 1974, 


Navy Special Services Manual) 


Nonappropriated Fund Instrumentality (NAFI). An integral 
DOD organizational entity which performs a Government 
function. It acts in its own name to provide or assist 
other DOD organizations in providing morale, welfare, and 
Beecréeational programs for military personnel and authorized 
Civilians. It is established and maintained individually 
or jointly by the heads of the DOD Components. As a fiscal 
entity, 1t maintains custody of and control over its non- 
appropriated funds. It is also responsible for the 
exercise of reasonable care to prudently administer, safe- 
guard, preserve, and maintain those appropriated fund 
resources made available to carry out its function. With 
1tS nonappropriated funds, it contributes to the morale, 
welfare, and recreational programs of other authorized 
organzizational entities when so authorized. It is not 
incorporated under the laws of any State or the District 

of Columbia and it enjoys the legal status of an instru- 
mentality of the United States. (Department of Defense 
WPamseccive 1330.2 of 17 March 1978) | 


"MWR Field" Activities or "Field" Activities. Although 
nowhere defined in formal doctrine, these terms are 
typically used to describe all operational units or activ- 
ities which are subordinate and external to headquarters 
level operations. For the purposes of this study, the 
term "MWR field activities" shall refer to all Non- 
appropriated Fund Instrumentalities (NAFI'S) currently 
Pertetetipatang in the cefmtralized accounting, banking, and 
Dayroll systems coordinated by the Nonappropriated Fund 
Accounting System Section (NAFAS). 


Recreation Fund Activities. This term has been developed 
by the author and, for the purpose of this study, refers 
to the management entity within a Navy Command which is 
responsible for the administration, accounting and finan- 
cial management of the local command recreation fund. 

tae meacenm for Originating this descriptive title is 
cited in the text of this story. (See Chapter II, 
Bection B) 
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